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AUDITOR 

GENERAL 

Alberta 


Auditor’s  Report 


To  the  Board  of  Governors  of  Alberta  College  of  Art  and  Design 

I have  audited  the  statement  of  financial  position  of  the  Alberta  College  of  Art  and  Design  as  at 
June  30,  2007  and  the  statements  of  operations,  changes  in  net  assets,  and  cash  flows  for  the  year 
then  ended.  These  financial  statements  are  the  responsibility  of  the  College's  management.  My 
responsibility  is  to  express  an  opinion  on  these  financial  statements  based  on  my  audit. 

I conducted  my  audit  in  accordance  with  Canadian  generally  accepted  auditing  standards.  Those 
standards  require  that  I plan  and  perform  an  audit  to  obtain  reasonable  assurance  whether  the 
financial  statements  are  free  of  material  misstatement.  An  audit  includes  examining,  on  a test 
basis,  evidence  supporting  the  amounts  and  disclosures  in  the  financial  statements.  An  audit  also 
includes  assessing  the  accounting  principles  used  and  significant  estimates  made  by 
management,  as  well  as  evaluating  the  overall  financial  statement  presentation. 

In  my  opinion,  these  financial  statements  present  fairly,  in  all  material  respects,  the  financial 
position  of  the  College  as  at  June  30,  2007  and  the  results  of  its  operations  and  its  cash  flows  for 
the  year  then  ended  in  accordance  with  Canadian  generally  accepted  accounting  principles. 


Edmonton,  Alberta 
October  19,  2007 


FCA 


Auditor  General 
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AT  RHRTA  COLLEGE  OF  ART  AND  DESIGN 

STATEMENT  OF  FINANCIAL  POSITION 

AS  AT  JUNE  30.  2007 


2007 


2006 


ASSETS 


Current: 


Cash  and  cash  equivalents  (Note  3) 

$ 

7,201,182 

$ 

5,425,519 

Accounts  receivable  and  prepaid  expenses 

477,745 

362,400 

Inventories 

529,002 

521,117 

8,207,929 

6,309,036 

Non-current: 

Cash  and  investments  (Note  3) 

3,165,805 

2,690,055 

Capital  contributions  receivable  (Note  18) 

644,591 

861,182 

Capital  assets  (Note  5) 

4,859,934 

5,453,649 

$ 

16,878,259 

$ 

15,313,922 

LIABILITIES  AND  NET  ASSETS 

Current: 

Accounts  payable 

$ 

933,307 

$ 

709,385 

Obligation  under  capital  lease  (Note  7) 

19,539 

17,496 

Unearned  tuition  fees 

325,891 

374,265 

Deferred  contributions  (Note  8) 

2,426,942 

1,093,904 

Accraed  vacation 

771,785 

747,163 

4,477,464 

2,942,213 

Non-current: 

Obligation  under  capital  lease  (Note  7) 

41,402 

56,690 

Other  payable 

29,137 

77,464 

Unamortized  deferred  capital  contributions  (Note  10) 

4,081,353 

4,650,291 

Deferred  capital  contributions  (Note  9) 

1,102,777 

1,319,368 

9,732,133 

9,046,026 

Net  assets: 

Unrestricted 

2,018,696 

1,851,291 

Internally  restricted  (Note  11) 

2,452,347 

1,827,993 

Invested  in  capital  assets 

717,640 

729,172 

5,188,683 

4,408,456 

Endowments  (Note  12) 

1,957,443 

1,859,440 

7,146,126 

6,267,896 

$ 16,878,259 

$ 15,313,922 

The  accompanying  notes  are  part  of  these  financial  statements 
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ALBERTA  COTXHGE  OF  ART  AND  DESIGN 

STATEMENT  OF  OPERATIONS 
FOR  THE  YEAR  ENDED  JUNE  30.  2007 


2007 

2006 

BUDGET  ACTUAL 

ACTUAL 

(Note  17) 

Revenue: 

Grants  (Note  13) 

10,209,517 

11,100,941 

9,738,383 

Tution  fees 

4,549,860 

4,446,781 

4,194,134 

Extended  studies 

725,500 

772,849 

801,798 

Bookstore  sales 

730,000 

702,882 

733,998 

Sales,  rentals  and  services 

164,900 

211,146 

204,479 

Donations  and  fundraising  events 

347,500 

378,172 

300,624 

Scholarships 

205,000 

141,023 

159,021 

Investment  income  (Note  4) 

259,750 

424,635 

299,930 

Earned  capital  contributions  (Note  10) 

730,000 

717,011 

714,251 

17,922,027 

18,895,440 

17,146,618 

Expenses:  (Note  14) 

Salaries  and  benefits  (Note  15) 

11,379,099 

11,211,721 

10,366,597 

Supplies  and  services 

4,413,547 

4,822,660 

4,166,782 

Bookstore  - cost  of  sales 

416,700 

373,472 

404,061 

Fundraising  projects 

567,210 

539,811 

547,488 

Scholarships 

97,328 

215,348 

217,039 

Loss  on  disposal  of  capital  assets 

- 

- 

1,310 

Amortization  of  capital  assets 

910,000 

952,201 

948,145 

17,783,884 

18,115,213 

16,651,422 

Excess  of  revenue  over  exp)ense,  for  the  year 

138,143 

780,227 

495,196 

The  accompanying  notes  are  part  of  these  financial  statements 
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ALBERTA  COLLEGE  OF  ART  AND  DESIGN 
STATEMENT  OF  CHANGES  IN  NET  ASSETS 
FOR  THE  YEAR  ENDED  JUNE  30.  2007 
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ALBERTA  COLLEGE  OF  ART  AND  DESIGN 

STATEMENT  OF  CASH  FLOWS 
FOR  THE  YEAR  ENDED  JUNE  30.  2007 


2007  2006 


operating  activities: 

Excess  of  revenue  over  expense 

$ 780,227 

$ 495,196 

Non-cash  transactions: 

Earned  capital  contributions  (Note  10) 

(717,011) 

(714,251) 

Amortization  of  capital  assets 

952,201 

948,145 

Loss  on  disposal  of  capital  assets 

- 

1,310 

1,015,417 

730,400 

Changes  in  non-cash  working  capital 

1,409,978 

167,402 

Cash  generated  from  operating  activities 

2,425,395 

897,802 

Investing  activities: 

Purchase  of  capital  assets: 

Internally  funded 

(206,162) 

(403,698) 

Externally  funded 

(148,073) 

(44,259) 

Debt  funded 

(4,251) 

(91,026) 

Donated  artwork 

- 

(6,720) 

Proceeds  on  disposal  of  capital  assets 

- 

98 

(Increase)  decrease  in  non-current  cash  and  investments 

(475,750) 

89,823 

Cash  used  in  investing  activities 

(834,236) 

(455,782) 

Financing  activities: 

Decrease  (increase)  in  capital  contributions  receivable 

216,591 

(115,000) 

Capital  contributions  received,  net  of  transfers  (Note  9) 

(68,518) 

89,188 

Long  term  lease 

4,251 

91,026 

Payment  on  capital  lease 

(17,496) 

(16,840) 

Decrease  in  other  payables 

(48,327) 

(17,740) 

Increase  in  endowments,  net 

98,003 

17,819 

Cash  provided  from  financing  activities 

184,504 

48,453 

Net  increase  in  cash  and  cash  equivalents 

1,775,663 

490,473 

Cash  and  cash  equivalents,  beginning  of  year 

5,425,519 

4,935,046 

Cash  and  cash  equivalents,  end  of  year 

$ 7,201,182 

$ 5,425,519 

The  accompanying  notes  are  part  of  these  financial  statements 
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ALBERTA  COLLEGE  OF  ART  AND  DESIGN 


NOTES  TO  THE  FINANCIAL  STATEMENTS 

JUNE  30.  2007 


Note  1 Authority  and  Purpose 

The  Alberta  College  of  Art  and  Design  (“the  College”)  operates  under  the  authority 
of  the  Post  Secondary  Learning  Act,  Statutes  of  Alberta  2003,  Chapter  P-19.5.  The 
College  is  a registered  charity  and  is  exempt  from  payment  of  income  tax. 

The  College  is  a public  institution  for  education  in  visual  arts,  design  and  digital 
media,  that  delivers  both  post-secondary  degree  and  diploma  programs,  and  adult  and 
children’s  continuing  education  programming. 

The  College  promotes  cultural  and  artistic  awareness  in  the  College  and  the 
community  through  art  exhibitions,  public  lecture  programs  and  its  collection  of 
visual  art  and  library  resources. 


Note  2 Summary  of  Significant  Accounting  Policies 

a)  General 

These  financial  statements  have  been  prepared  in  accordance  with  Canadian 
generally  accepted  accounting  principles.  The  measurement  of  certain  assets 
and  liabilities  is  contingent  upon  future  events;  therefore,  the  preparation  of 
these  financial  statements  requires  the  use  of  estimates  which  may  vary  from 
actual  results.  The  following  accounting  policies  and  reporting  practices  are 
considered  significant. 

b)  Inventories 

Inventories  held  for  resale  are  valued  at  the  lower  of  cost  and  net  realizable 
value.  Inventories  held  for  consumption  are  valued  at  the  lower  of  cost  and 
replacement  value.  Cost  is  determined  using  the  first  in,  first  out  method. 

c)  Investments 

Investments  are  recorded  at  cost.  Gains  are  recognized  at  realization.  Losses  are 
recognized  at  realization  or  when  there  is  an  other  than  temporary  decline  in  the 
value  of  an  investment. 
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Note  2 Summary  of  Significant  Accounting  Policies  (continued) 
d)  Capital  Assets 

The  land  and  building  which  house  the  College  are  owned  by  the  Southern 
Alberta  Institute  of  Technology  (the  “Institute”)  and  are  occupied  by  the 
College  under  a facility  license  granted  by  the  Institute.  The  term  of  the  license 
is  through  a renewable  contractual  agreement  between  the  College  and  the 
Institute  determined  at  the  pleasure  of  the  Minister  of  Advanced  Education  and 
Technology. 

The  facility  license  providing  the  right  to  use  the  building  has  been  recorded  as 
an  asset  at  fair  value  at  the  time  the  license  was  granted.  Fair  value  is  estimated 
as  the  building’s  amortized  replacement  cost  based  on  an  independent  appraisal 
as  at  April  1982. 

Subsequent  additions  to  the  facility  are  recorded  as  leasehold  improvements  at 
cost. 

Furnishings  and  equipment  are  recorded  at  cost,  except  for  donated  assets 
which  are  recorded  at  fair  value. 

Capital  assets,  except  for  the  artwork  collection,  are  amortized  on  a straight-line 
basis  over  the  following  periods: 

Facility  license  28  years 

Leasehold  improvements  remaining  life  of  the  building 

Furniture  and  equipment  5 years 

Computer  systems  10  years 

Assets  under  capital  lease  are  amortized  on  a basis  that  is  consistent  with  the 
above. 

Capital  assets  under  construction  are  not  amortized  until  construction  is 
complete  and  assets  are  ready  for  productive  use. 

The  artwork  collection  is  made  up  of  numerous  pieces  of  art  that  are  held  for 
display  in  the  College  and  used  for  educational  purposes.  The  pieces  in  the 
collection  are  recorded  at  the  purchase  price  or  at  the  appraised  value  at  the 
time  of  donation  and  are  not  amortized. 
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Note  2 Summary  of  Significant  Accounting  Policies  (continued) 


e)  Revenue  Recognition 

Unrestricted  contributions  and  investment  income  are  recognized  in  the  period 
when  receivable. 

Amounts  received  for  fees  and  sale  of  goods  and  services  are  recognized  as 
revenue  at  the  time  the  goods  are  delivered  or  the  services  are  provided. 

Donations  of  materials  and  services  that  would  otherwise  have  been  purchased 
are  recorded  at  fair  value  when  a fair  value  can  be  reasonably  determined. 

Externally  restricted  non-capital  contributions  and  interest  are  deferred  and  are 
recognized  as  revenue  in  the  period  in  which  the  related  expenses  are  incurred. 
Externally  restricted  amounts  can  only  be  used  for  purposes  designated  by  the 
contributor. 

Externally  restricted  contributions  containing  stipulations  that  the  amounts 
should  be  retained  as  net  assets  or  that  the  contributions  should  not  be  expended 
are  recorded  as  direct  increases  in  net  assets.  Such  stipulations  would  include 
contributions  made  for  endowment  purposes  or  to  be  used  to  acquire  non- 
amortizable  property. 

Externally  restricted  capital  contributions  and  interest  are  recorded  as  deferred 
capital  contributions  until  the  amount  is  invested  in  capital  assets.  Amounts 
invested  representing  externally  funded  capital  assets  are  then  transferred  to 
unamortized  deferred  capital  contributions.  Unamortized  deferred  capital 
contributions  are  recognized  as  revenue  in  the  periods  in  which  the  related 
amortization  expense  of  the  funded  capital  asset  is  recorded. 

Pledges  are  recognized  as  revenue  when  collected. 


f)  Employee  Future  Benefits 

The  College  participates  with  other  employers  in  the  Local  Authorities  Pension 
Plan  (the  “Pension  Plan”).  This  Pension  Plan  is  a multi-employer  defined 
benefit  pension  plan  that  provides  pensions  for  the  College’s  participating 
employees  based  on  their  years  of  service  and  earnings.  Pension  costs  included 
in  these  financial  statements  comprise  the  amount  of  employer  contributions 
required  for  its  employees  during  the  year  based  on  rates  which  are  expected  to 
provide  for  benefits  payable  under  the  Local  Authorities  Pension  Plan.  The 
College’s  portion  of  the  pension  plan’s  surplus  or  deficit  is  not  recorded  by  the 
College. 
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Note  2 Summary  of  Significant  Accounting  Policies  (continued) 

f)  Employee  Future  Benefits  (continued) 

The  College’s  Board  of  Governors  has  approved  early  retirement  and  voluntary 
severance  plans  which  provide  employees  leaving  the  employment  of  the 
College  under  specific  conditions  with  bridge  payments,  lump  sum  payments  in 
lieu  of  benefits  or  continued  benefits  for  specific  periods.  The  bridge  payments, 
lump  sum  benefit  payments  and  liabilities  for  future  benefit  payments  are 
recorded  by  the  College  in  the  year  the  retirement  application  is  approved. 

The  College  pays  or  shares  the  premiums  for  certain  benefits  for  employees  on 
long  term  disability.  The  present  value  of  the  estimated  costs  of  these  premiums 
are  recorded  at  the  time  the  College  becomes  obligated  under  the  plan. 

g)  Financial  Instruments 

The  carrying  value  of  cash,  receivables  and  payables  are  considered  to 
approximate  fair  value  unless  otherwise  disclosed. 

h)  Credit,  Interest  Rate  and  Market  Risk 

The  College’s  accounts  receivable  are  due  from  a diverse  group  of  customers 
and  are  subject  to  normal  credit  risks. 

Interest  rate  risk  is  the  risk  to  the  College’s  earnings  that  arises  from  the 
fluctuations  in  interest  rates  and  the  degree  of  volatility  of  these  rates. 

Market  risk  is  the  risk  to  the  College’s  earnings  that  arises  from  the 
fluctuations  and  degree  of  volatility  in  the  market  value  of  its  long-term 
investments. 
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Note  3 Cash,  Cash  Equivalents  and  Investments,  Current  and  Non-Current 

The  Board  of  Governors,  through  its  Finance  and  Audit  Committee  monitors  the 
performance  of  the  investment  portfolio.  Under  the  investment  policy,  the  prime 
objectives  of  the  investment  fund  are  the  generation  of  income  and  to  preserve  the 
purchasing  power  of  donated  capital.  The  prime  constraints  that  guide  the  investment 
policy  are  risk  aversion  and  liquidity. 

Realized  return  includes  interest  income  and  gains  and  losses  on  disposals  of 
investments.  In  2007,  the  cash,  cash  equivalents  and  investments  obtained  a realized 
return  of  3.75%  (2006  - 3.90%). 

Investments  are  currently  held  as  money  market,  bond  and  equity  pooled  funds 
managed  through  an  investment  advisor.  Cash,  cash  equivalents  and  investments  are 
summarized  as  follows: 


2007 

2006 

Cost  Market 

Cost  Market 

Cash 

Pooled  funds: 

$ 

7,427,404 

$ 

7,427,404 

$ 

5,320,991 

$ 

5,320,991 

Accrued  income 

58,213 

58,213 

50,710 

50,710 

Bond  fund 

1,021,183 

1,078,023 

992,207 

1,047,174 

Pooled  equity  fund 

1,860,187 

2,272,065 

1,751,666 

1,955,044 

Total  cash  and  investments 

10,366,987 

$ 

10,835,705 

8,115,574 

$ 

8,373,919 

Held  as  non-current  assets 

3,165,805 

2,690,055 

Held  as  current  assets 

$ 

7,201,182 

$ 

5,425,519 
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Note  3 


Cash,  Cash  Equivalents  and  Investments,  Current  and  Non-Current  (continued) 

The  Bond  Fund  consists  of  Canadian  government  and  corporate  bonds  with  an 
average  term  to  maturity  of  8.72  years  (2006  - 8.80  years)  and  an  average  yield  to 
maturity  of  4.86%  (2006  - 4.81%).  Bonds  are  rated  at  a minimum  level  of  BBB  with 
49%  of  the  Fund  rated  as  AAA. 

Bond  maturities  are  as  follows: 


2007 

2006 

Under  1 year 

0% 

2% 

1-5  years 

34 

44 

5-10  years 

41 

27 

10-20  years 

4 

2 

Over  20  years 

21 

100% 

25 

100% 

Bonds  are  outstanding  by  the  following  types  of  issuers: 


2007 

2006 

Federal 

42% 

46% 

Provincial 

25 

19 

Municipal 

4 

5 

Corporate 

29 

100% 

30 

100% 

The  Balanced  Institutional  Pooled  Fund  is  a balanced  fund  of  bond  and  equity 
investments.  During  2007  the  Fund  earned  2.93%  (2006  - 3.42%). 

The  Balanced  Institutional  Pooled  Fund  held  the  following  types  of  investments  at 
June  30: 


Canadian  Short  and 

Long-term  bonds 
Canadian  Equities 
United  States  Equities 
International  Equities 


2007 

2006 

37% 

36% 

28 

33 

15 

13 

20 

18 

100% 

100% 
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Note  3 


Cash,  Cash  Equivalents  and  Investments,  Current  and  Non-Current  (continued) 


Note  4 


Cash  and  investments  held  as  non-current  represent  funds  not  available  for  current 
operations. 


2007  2006 


Endowments  (Note  12) 

$ 1,957,443 

$ 1,859,440 

Deferred  capital  contributions  (Note  9) 

1,102,777 

1,319,368 

Less  funds  held  by  SAIT  (Note  18) 

(644,591) 

(861,182) 

Internally  restricted  for  capital  (Note  11) 

750,176 

372,429 

$ 3,165,805 

$ 2,690,055 

Investment  Income 

2007 

2006 

Investment  income 

$ 

424,635 

$ 

299,930 

Amount  capitalized  to  endowments  (Note  12) 

26,612 

29,280 

Deferred  contributions,  net  (Note  8) 

1,418 

25,823 

Total  investment  income  earned 

$ 

452,665 

$ 

355,033 

Note  5 Capital  Assets 


2007 

2006 

Accumulated 

Net  Book 

Net  Book 

Cost 

Amortization 

Value 

Value 

Facility  license 

$ 12,207,000 

$ 9,591,354 

$ 2,615,646 

$ 3,051,587 

Furniture  and  equipment 

4,618,265 

3,909,120 

709,145 

715,605 

Leasehold  improvements 

3,057,908 

1,943,402 

1,114,506 

1,265,290 

Computer  systems 

630,401 

580,081 

50,320 

50,850 

Art  collection 

370,317 

- 

370,317 

370,317 

$ 20,883,891 

$ 16,023,957 

$ 4,859,934 

$ 5,453,649 

Included  in  Leasehold  Improvements  are  assets  of  $29,973  (2006  - $0)  that  have  not 
been  amortized  because  the  work  was  not  completed  and  the  asset  was  not  in  use  at 
June  30. 

During  the  year,  the  College  received  donated  assets  of  $0  (2006  - $6,720). 
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Note  5 


Capital  Assets  (Continued) 


Included  in  Furniture  and  Equipment,  at  June  30,  2007,  the  College  had  assets  under 
capital  lease  with  a cost  of  $95,278  (2006  - $91,026)  and  accumulated  amortization  of 
$36,410  (2006 -$18,205). 


Note  6 Contractual  Obligations 

The  College  leases  office  equipment  under  operating  leases  that  expire  on  various 
dates  to  2009.  Future  minimum  lease  payments  are  as  follows: 

2008  $2,511 

2009  628 
$3.139 

Note  7 Lease  Obligation 


The  College  has  entered  into  capital  leases  with  interest  rates  ranging  from  3.90%  to 
4.14%  (2006  - 3.90%). 


2007 

2006 

Capital  lease  obligation 

$ 60,941 

$ 74,186 

Less:  current  portion 

(19,539) 

(17,496) 

Non-current  capital  lease  obligation 

$ 41,402 

$ 56,690 

The  minimum  annual  payments  under  the  capital  lease  obligation  are  as  follows: 


2007 


2007-2008 

$ 

21,099 

2008-2009 

21,099 

2009-2010 

21,099 

2010-2011 

- 

Total  minimum  lease  payments 

63,297 

Less:  amounts  representing  interest 

(2,356) 

Capital  lease  obligation 

$ 

60,941 

During  the  year,  interest  on  the  capital  lease  obligation  amounting  to  $2,128 
(2006  - $2,784)  has  been  charged  to  expense. 
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Note  8 Deferred  Contributions 


Deferred  contributions  represent  unspent  contributions  externally  restricted  for 
non-capital  purposes. 


2007 

2006 

Contributions  received  during  the  year: 

Grants 

Donations 

Restricted  investment  income 

$ 1,951,099 

845,126 

79,837 

2,876,062 

$ 947,691 

422,122 

87,838 

1,457,651 

Transferred  (to)  from: 

Endowment 

Deferred  capital  contributions  (Note  9) 

(23,603) 

68,518 

(25,049) 

44,915 

(25,049) 

Transferred  to  revenue: 

Grants 

Donations 

Scholarships 

Investment  income 

(1,181,154) 

(187,343) 

(141,023) 

(78,419) 

(1,086,175) 

(300,575) 

(159,021) 

(62,015) 

(1,587,939) 

(1,607,786) 

Increase  (decrease)  during  the  year 

Deferred  contributions,  beginning  of  year 

Deferred  contributions,  end  of  year 

1,333,038 

1,093,904 

$ 2,426,942 

(175,184) 

1,269,088 
$ 1,093,904 

The  balance  consists  of  funds  restricted  for: 
Scholarships  and  bursaries 

Other  projects 

$ 635,336 

1,791,606 
$ 2,426,942 

$ 540,451 

553,453 
$ 1,093,904 
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Note  9 Deferred  Capital  Contributions 


Deferred  capital  contributions  represent  unspent  funds  externally  restricted  for  capital 
purposes. 

2007  2006 

Capital  contributions  received  during  the  year: 


Grants 

$ 

$ 64,139 

Transferred  (to)  from  deferred  contributions  (Note  8) 

(68,518) 

25,049 

(Decrease)  increase  during  the  year 

(68,518) 

89,188 

Transferred  to: 

Unamortized  deferred  capital  contributions  (Note  10) 

(148,073) 

(44,259) 

(Decrease)  increase  during  the  year 

Deferred  capital  contributions,  beginning  of  year 

(216,591) 

1,319,368 

44,929 

1,274,439 

Deferred  capital  contributions,  end  of  year 

$1,102,777 

$1,319,368 

Note  10  Unamortized  Deferred  Capital  Contributions 

Unamortized  defened  capital  contributions  represent  the  externally  funded  portion  of 
capital  assets,  which  will  be  recognized  as  earned  capital  contributions  in  future 
periods.  Changes  in  the  unamortized  deferred  capital  contributions  balance  are  as 
follows: 


2007 

2006 

Balance  at  beginning  of  year 

$ 4,650,291 

$ 5,320,283 

Add:  transfers  from 

deferred  capital  contributions  (Note  9) 

148,073 

44,259 

Less:  amount  earned  and  transferred  to  revenue 

(717,011) 

(714,251) 

Balance  at  end  of  year 

$ 4,081,353 

$ 4,650,291 
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Note  1 1 Internally  Restricted  Net  Assets 


The  Board  of  Governors  has  placed  internal  restrictions  on  net  assets  as  follows: 


2007 


Opening 

Expended 

Appropriations 

Closing 

Non  capital; 

Human  resource  infrastructure 

$ 283,505 

$ 10,193 

$ 

250,000 

$ 523,312 

Endowment  Funds 

- 

- 

50,000 

50,000 

Information  Technology 

- 

- 

30,000 

30,000 

Marketing,  recruitment  and  promotion 

43,919 

7 

- 

43,912 

Utilities 

89,500 

- 

- 

89,500 

Health  and  safety  program 

90,000 

10,612 

- 

79,388 

Accreditation 

100,000 

13,674 

- 

86,326 

Website  development  and  maintenance 

55,550 

24,221 

- 

31,329 

Community  relations 

150,000 

- 

- 

150,000 

Special  initiatives 

370,000 

- 

- 

370,000 

College  expansion  initiative 

64,159 

24,686 

- 

39,473 

Centre  for  creative  process 

150,000 

- 

- 

150,000 

Institutional  branding 

8,931 

- 

- 

8,931 

Internationalization 

50,000 

- 

- 

50,000 

1,455,564 

83,393 

330,000 

1,702,171 

Capital: 

Security  and  Safety 

- 

- 

110,000 

110,000 

Heating,  Ventilation  & Air  Conditioning 

- 

- 

150,000 

150,000 

Wireless  Facility  Infrastructure 

- 

- 

150,000 

150,000 

Equipment  renewal  plan 

350,000 

32,253 

- 

317,747 

Administrative  system  applications 

22,429 

- 

- 

22,429 

372,429 

32,253 

410,000 

750,176 

$1,827,993 

$ 115,646 

$ 

740,000 

$2,452,347 
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Note  12 


Endowments 


Endowments  consist  of  restricted  donations  to  the  College,  the  principal  of  which  is 
not  to  be  spent.  The  investment  earnings  generated  from  the  endowments  must  be 
used  in  accordance  with  the  various  purposes  established  by  the  donors  or  the  Board. 


2007 

2006 

Balance  at  beginning  of  year 

$ 1,859,440 

$ 1,841,621 

Donations  received 

Capitalized  investment  income  (Note  4) 
De-endowed 

71,391 

26,612 

15,945 

29,280 

(27,406) 

98,003 

17,819 

Balance  at  end  of  year 

$ 1,957,443 

$ 1,859,440 

Note  13  Grants 

Government  contributions  and  grants  consist  of: 

2007  2006 


Base  operating 
Other  grants 
Human  Rights  funding 


$ 9,936,197 

1,069,877 
94,867 


$ 8,941,749 
791,400 
5,234 


$ 11,100,941  $ 9,738,383 
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Note  14  Expense  by  Function 


2007  2006 


Expense: 

Instruction  $ 

6,642,218 

$ 6,222,988 

Institutional  support 

4,881,220 

4,345,295 

Academic  support 

2,954,405 

2,866,698 

Amortization  of  capital  assets 

952,201 

948,145 

Student  services 

1,338,496 

1,218,125 

Bookstore 

667,146 

684,392 

Minor  capital  projects  and  repairs 

679,527 

364,469 

Loss  on  disposal  of  capital  assets 

- 

1,310 

$ 

18,115,213 

$ 16,651,422 

Instruction  encompasses  all  educational  and  instructional  programs,  including  credit 
programming  and  continuing  education.  Academic  support  includes  all  activities  that 
directly  support  instruction,  including  Library,  Woodshop,  Gallery  and  Academic 
Administration.  Student  services  include  all  activities  or  services  provided  to 
students. 

Institutional  support  includes  all  activities  that  provide  institution-wide  administrative 
and  clerical  support  to  institutional  operations  as  well  as  college  fundraising, 
communications  and  development  expense. 

Bookstore  includes  cost  of  sales  and  direct  bookstore  operations  costs.  Direct  salary 
costs  incurred  for  the  College  bookstore  include  support  for  college  wide  purchase, 
receipt  Eind  distribution  of  all  materials  for  instructional,  operational  and  retail 
purposes. 
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Note  15  Salaries  and  Benefits 


Directive  12/98  (amended  June  13,  2007)  from  the  Treasury  Board  of  the  Province  of 
Alberta  requires  the  College  to  disclose  certain  salaries  and  benefits.  Those  salaries 


and  benefits  are  as  follows: 

2007 

2006 

Base 

Salary  (1) 

Other  Other 

Cash  Non-cash 

Benefits  (2)  Benefits  (3) 

Total 

Total 

Board  of  Governors 

Chair 

Board  Members  (5) 

$ 

$ 

217 

$ 

$ 

217 

$ 

961 

President 

184,800 

58,035 

18,242 

261,077 

248,771 

Vice  President  Academic 

120,617 

2,400 

16,780 

139,797 

130,733 

Chief  Operating  Officer  (4) 

25,300 

- 

1,956 

27,256 

137,391 

Vice  President  Finance  (4) 

83,692 

1,800 

16,554 

102,046 

63,816 

Vice  President 

External  Affairs  (4) 

58,640 

10,705 

10,804 

80,149 

88,034 

Director  Student  Services 

93,342 

3,733 

17,180 

114,255 

107,418 

$ 566,391 

$ 76,890 

$ 81,516 

$ 724,797 

$ 777,124 

1 . Base  Salary  includes  pensionable  base  pay  and  retroactive  pay  increases. 

2.  Other  cash  benefits  include  honoraria,  housing  allowance,  vehicle  allowance, 
bonuses,  and  vacation  payouts. 

3.  Other  non-cash  benefits  and  allowances  include  the  employer’s  share  of  all 
employee  benefits  and  contributions  or  payments  made  on  behalf  of  employees 
including  Local  Authorities  Pension,  employment  insurance,  Canada  Pension  Plan, 
health  care,  extended  health,  vision  and  dental  coverage,  group  life  insurance, 
accidental  disability  and  dismemberment,  workers’  compensation,  and  employee 
assistance. 
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Note  15  Salaries  and  Benefits  (continued) 


4.  Comparative  totals  for  2007  include  the  following  periods  of  employment  which 
were  less  than  a full  fiscal  year: 

• The  Vice  President,  Finance  commenced  employment  at  the  College  on 

October  1, 2006.  In  the  previous  year,  the  position  commenced  in 
December  2005  and  was  vacated  in  May  2006. 

• The  Chief  Operating  Officer’s  employment  contract  was  for  July  to 

September  2006  because  the  Vice  President,  Finance  position  was  vacant. 
In  the  previous  year,  the  incumbent  retired  December  31, 2005  and 
resumed  this  function  from  May  to  June  2006. 

• The  Vice  President,  External  Affairs  commenced  employment  at  the 

College  on  December  13, 2006.  In  the  previous  year,  the  position  was 
vacant  from  February  to  June  2006. 

5.  The  majority  of  College  Board  members  do  not  accept  honoraria  from  the  College. 
The  value  of  the  honoraria  not  accepted  is  allocated  to  special  funds  shown  in  the 
financial  statements  as  deferred  contributions. 


Note  16  Employee  Future  Benefits 

The  College  Board  of  Governors  has  provided  provisions  for  early  retirement  plans  for 
College  employees. 

The  College  participates  in  a multiemployer  pension  plan,  the  Local  Authorities  Pension 
Plan.  The  expense  for  this  plan  is  $538,347  for  the  year  ended  June  30, 2007  (2006  - 
$533,310). 

At  December  31, 2006,  the  Local  Authorities  Pension  Plan  reported  a deficiency  of 
$746,65 1,000  (2005  - deficiency  of  $863,558,000). 
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Note  17  Budget 


The  budget  was  approved  by  the  Board  of  Governors  in  May  2006  and  the  revised 
budgets  were  approved  August  2006  and  February  2007. 


Original 

Budget 

Revised 

Budget 

Revised 
Budget  2 

Revenue: 

Grants 

$ 

9,401,008 

$ 10,237,286 

$ 10,209,517 

Tuition  fees 

4,573,855 

4,357,789 

4,549,860 

Extended  studies  fees 

1,029,000 

845,500 

725,500 

Bookstore  sales 

787,607 

730,000 

730,000 

Sales,  rentals  and  services 

164,900 

164,900 

164,900 

Donations  and 

Fundraising  Events 

257,500 

257,500 

347,500 

Scholarships 

205,000 

205,000 

205,000 

Investment  income 

259,750 

259,750 

259,750 

Earned  capital  contributions 

757,000 

730,000 

730,000 

17,435,620 

17,787,725 

17,922,027 

Expense: 

Salaries  and  benefits 

11,405,146 

11,493,833 

11,379,099 

Supplies  and  services 

4,123,622 

4,211,452 

4,413,547 

Bookstore  - cost  of  sales 

449,696 

416,700 

416,700 

Fundraising  projects 

477,210 

477,210 

567,210 

Scholarships 

97,328 

97,328 

97,328 

Amortization  of  capital  assets 

882,000 

910,000 

910,000 

17,435,002 

17,606,523 

17,783,884 

Excess  of  revenue  over  expense 

$ 

618 

$ 181,202 

$ 138,143 
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Note  18  Related  Party  Transactions 


a)  Province  of  Alberta 

The  College  is  a Provincial  Coiporation  as  all  members  of  the  Board  of 
Governors  are  appointed  by  a combination  of  orders  by  the  Lieutenant 
Governor  in  Council  and  the  Minister  of  Advanced  Education  and  Technology. 
Transactions  between  the  College  and  the  Province  are  disclosed  as  follows: 


2007  2006 


Deferred 

Deferred 

Contributions 

Contributions 

Revenue 

and  UDCC* 

Revenue 

and  UDCC* 

Grants 

$ 11,050,653 

$ 2,249,729 

$ 8,899,623 

$ 1,703,067 

* Unamortized  deferred  capital  contributions 

b)  Southern  Alberta  Institute  of  Technology 

The  land  and  building  which  house  the  College  sue  owned  by  the  Southern 
Alberta  Institute  of  Technology  (the  “Institute”)  and  are  occupied  by  the 
College  under  a facility  license  granted  by  the  Institute  and  continuing 
occupancy  at  the  pleasure  of  the  Minister  of  Advanced  Education  and 
Technology.  The  College  and  the  Institute  are  parties  to  letters  of  agreement 
for  the  provision  of  utilities,  maintenance  and  systems  support.  Amounts  paid 
or  payable  to  the  Institute  in  2007  for  these  purposes  totalled  $1,140,208  (2006 
- $1,066,898). 

The  Institute  received  grants  of  $230,000  (2006  - $1 15,000)  from  the  province 
that  are  designated  for  the  building  occupied  by  the  College.  The  Institute  still 
holds  $644,591  (2006  - $861,182)  of  government  grant  hinds  that  are  to  be  used 
for  the  building  envelope  and  utilities  infrastructure.  The  amount  has  been 
recorded  as  a capital  contribution  receivable.  These  transactions  were  entered 
into  on  the  same  business  terms  as  with  non-related  parties  and  are  recorded  at 
fair  value. 

c)  Bow  Valley  College 

The  College  and  Bow  Valley  College  collaborate  in  offering  Artstream,  a base 
funded  program,  which  provides  academic  upgrading  and  foundation  art 
courses  to  students  in  preparation  for  entry  into  the  College’s  diploma  or  degree 
programs.  Amounts  received  from  Bow  Valley  College  in  2007  totalled 
$52,230.  Amounts  paid  to  Bow  Valley  College  in  2006  for  these  purposes 
totalled  $14,213.  These  transactions  were  entered  into  on  the  same  business 
terms  as  with  non-related  parties  and  are  recorded  at  fair  value. 


23 


Note  19 


Comparative  Figures 


Certain  June  30, 2006  figures  have  been  reclassified  to  conform  to  current  year 
presentation. 


Note  20  Approval  of  Financial  Statements 

These  financial  statements  were  approved  by  the  Board  of  Governors  at  the  October  30, 
2007  meeting  of  the  Board. 
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AUDITOR 

GENERAL 

Alberta 


Auditor’s  Report 


To  the  Board  of  Governors  of  Bow  Valley  College 


I have  audited  the  statement  of  financial  position  of  the  Bow  Valley  College  as  at  June  30, 2007 
and  the  statements  of  operations,  changes  in  net  assets,  and  cash  flows  for  the  year  then  ended. 
These  financial  statements  are  the  responsibility  of  the  College’s  management.  My  responsibility 
is  to  express  an  opinion  on  these  financial  statements  based  on  my  audit. 

I conducted  my  audit  in  accordance  with  Canadian  generally  accepted  auditing  standards.  Those 
standards  require  that  I plan  and  perform  an  audit  to  obtain  reasonable  assurance  whether  the 
financial  statements  are  free  of  material  misstatement.  An  audit  includes  examining,  on  a test 
basis,  evidence  supporting  the  amounts  and  disclosures  in  the  financial  statements.  An  audit  also 
includes  assessing  the  accounting  principles  used  and  significant  estimates  made  by 
management,  as  well  as  evaluating  the  overall  financial  statement  presentation. 

In  my  opinion,  these  financial  statements  present  fairly,  in  all  material  respects,  the  financial 
position  of  the  College  as  at  June  30,  2007  and  the  results  of  its  operations  and  its  cash  flows  for 
the  year  then  ended  in  accordance  with  Canadian  generally  accepted  accounting  principles. 


Edmonton,  Alberta 
September  28,  2007 


FCA 

Auditor  General 
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BOW  VALLEY  COLLEGE 


STATEMENT  OF  FINANCIAL  POSITION 

AS  AT  JUNE  30. 2007 


Assets 

rurrent: 

Cash  and  cash  equivalents  (Note  4) 
Accounts  receivable 
Inventories  (Note  5) 

Prepaid  expenses 


'Jon-current  cash  and  investments  (Note  4) 
Capital  assets  (Note  7) 


Liabilities  and  Net  Assets 

Current; 

Accounts  payable  and  accrued  liabilities 
Deferred  contributions  (Note  8) 

Unearned  revenue  (Note  13) 

Accrued  vacation  pay 
Lease  obligation  (Note  11) 


Jnamortized  deferred  capital  contributions  (Note  10) 
deferred  capital  contributions  (Note  9) 

.ong-term  lease  obligation  (Note  11) 


'Jet  assets; 

Unrestricted 

Internally  restricted  (Note  25) 
Invested  in  capital  assets  (Note  24) 
Endowments  (Note  3) 


2007  2006 


$ 

14,616,092 

3,694,219 

778,024 

554,269 

$ 

5,946,199 

2,425,165 

756,939 

214,263 

19,642,604 

9,342,566 

44,655,765 

40,392,707 

22,502,112 

22,665,457 

$ 

104,691,076 

$ 

54,510,135 

$ 

7,860,278 

2,937,519 

2,542,835 

1,911,896 

7,925 

$ 

1,865,346 

1,554,995 

1,468,559 

1,816,895 

7,548 

15,260,453 

6,713,343 

36,666,781 

28,516,331 

18,755,937 

10,452,613 

7,744 

80,443,565 

35,929,637 

4,363,880 

15,323,361 

3,718,001 

842,269 

2,615,415 

11,363,744 

3,894,228 

707,111 

24,247,511 

18,580,498 

$ 104,691,076  $ 54,510,135 


The  accompanying  notes  are  part  of  these  financial  statements. 
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BOW  VALLEY  COLLEGE 


STATEMENT  OF  OPERATIONS 
FOR  THE  YEAR  ENDED  JUNE  30. 2007 

2007 2006 

Revenue: 

Provincial  government  contributions  and  grants  (Note  14)  $ 25,310,952  $ 22,727,979 


Tuition  fees 

Entrepreneurial  contracts  and  other  grants  (Note  15) 
Ancillary  and  other  services  (Note  16) 

Investment  income  (Note  17) 

Donations  and  contributions 

Amortization  of  deferred  capital  contributions  (Note  10) 

Expense: 

Compensation  and  benefits 
Supplies  and  services  (Note  19) 

Amortization  of  capital  assets 
Cost  of  goods  sold  (Note  6) 

Scholarship  and  bursaries 
Loss  on  disposal  of  capital  assets 

Excess  of  revenue  over  expense 


11,944,824 

11,209,429 

10,254,307 

9,588,631 

1,446,628 

1,491,284 

941,910 

509,511 

895,391 

336,800 

1,444,696 

1,402,320 

52,238,708 

47,265,954 

31,821,468 

29,510,040 

11,519,802 

9,930,077 

2,158,369 

2,305,202 

803,698 

868,264 

326,105 

194,539 

540 

287 

46,629,982 

42,808,409 

$ 

5,608,726 

$ 

4,457,545 

The  accompanying  notes  are  part  of  these  financial  statements. 
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The  accompanying  notes  are  part  of  these  financial  statements. 


BOW  VALLEY  COLLEGE 


STATEMENT  OF  CASH  FLOWS 


FOR  THE 


Operating  activities: 

Excess  of  revenue  over  expense 
Non-cash  transactions: 

Amortization  of  deferred  capital  contributions  (Note  10) 
Amortization  of  capital  assets  - externally  funded 
Amortization  of  capital  assets  - internally  funded 
Loss  on  disposal  of  capital  assets 


Net  change  in  non-cash  working  capital  (Note  23) 
Cash  generated  from  operating  activities 
Investing  activities: 

Increase  in  non-current  cash  and  cash  equivalents 
Acquisition  of  capital  assets  - externally  funded 
Acquisition  of  capital  assets  - internally  funded 

Cash  applied  to  investing  activities 

Financing  activities: 

Net  capital  contributions  received  (Note  9) 

Payment  on  capital  leases 
Endowment  contributions 

Cash  generated  from  financing  activities 

Increase  in  cash 

Cash  and  cash  equivalents,  at  beginning  of  year 

Cash  and  cash  equivalents,  at  end  of  year 

The  accompanying  notes  are  part  of  these  financial  statements. 


ENDED  JUNE  30. 2007 


2007 

2006 

$ 

5,608,726 

$ 4,457,545 

(1,444,696) 

1,444,156 

714,213 

540 

(1,402,320) 

1,402,096 

903,106 

287 

6,322,939 

5,360,714 

6,916,588 

732,071 

13,239,527 

6,092,785 

(22,153,653) 

(19,355,540) 

(530,618) 

(10,667,248) 

(3,011,486) 

(248,248) 

(42,039,811) 

(13,926,982) 

37,419,258 

(7,368) 

58,287 

10,377,708 

(174,439) 

119,875 

37,470,177 

10,323,144 

8,669,893 

5,946,199 

2,488,947 

3,457,252 

$ 

14,616,092 

$ 5,946,199 
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BOW  VALLEY  COLLEGE 


Note  1 


Note  2 


NOTES  TO  THE  HNANCIAL  STATEMENTS 

JUNE  30.  2007 


Authority  and  Purpose 

Bow  Valley  College  operates  under  the  authority  of  the  Post  Secondary  Learning  Act,  Statutes  of  Alberta  2003, 
Chapter  P-19.5. 

The  College  serves  primarily  the  City  of  Calgary  and  communities  in  Southern  Alberta.  The  College  provides 
instruction  and  training  to  assist  adult  learners  through  academic  upgrading  programs;  career  entry  training  in 
business,  health,  and  service  industries;  and  English  as  a second  language  programs.  The  College  maintains  a 
special  interest  in  providing  programs  and  services  to  aboriginal  communities. 

The  College  is  a registered  charity  and  is  exempt  from  payment  of  income  tax. 


Significant  Accounting  Policies  and  Reporting  Practices 

These  financial  statements  have  been  prepared  in  accordance  with  Canadian  generally  accepted  accounting 
principles. 

The  measurement  of  certain  assets  and  liabilities  is  contingent  upon  future  events;  therefore,  the  preparation  of 
these  financial  statements  requires  the  use  of  estimates  that  may  vary  from  actual  results.  The  following 
accounting  policies  are  considered  significant: 

(a)  Revenue  Recognition 

Unrestricted  Contributions 


Unrestricted  operating  grants  and  other  contributions  are  recognized  as  revenue  in  the  period  receivable. 
Operating  grants  received  for  use  in  a future  period  are  deferred  until  that  future  period. 

Restricted  Contributions 


Externally  restricted  non-capital  contributions  are  deferred  and  recognized  as  revenue  in  the  period  in 
which  the  related  expenses  are  incurred. 

Externally  restricted  capital  contributions  are  recorded  as  deferred  capital  contributions  until  the  amount 
is  invested  in  capital  assets.  Contributions  for  capital  assets  that  will  be  amortized  are  transferred  to 
unamortized  deferred  capital  contributions  in  the  period  the  asset  is  acquired. 

Unamortized  deferred  capital  contributions  are  recognized  in  revenue  as  amortization  of  deferred  capital 
contributions  in  the  period  in  which  the  related  capital  assets  are  amortized.  Unamortized  deferred 
capital  contributions  relating  to  capital  assets  disposed  of  are  recognized  as  revenue  in  the  period  of 
disposal,  provided  that  all  restrictions  have  been  complied  with. 

Externally  restricted  contributions  for  endowment  purposes  are  not  recognized  as  revenue,  but  are 
recorded  as  direct  increases  in  net  assets. 
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Note  2 


Significant  Accounting  Policies  and  Reporting  Practices  (cont.) 


Investment  Income 


Unrestricted  investment  income  is  recognized  in  the  year  it  is  earned. 

Investment  income  subject  to  external  restrictions  is,  depending  on  the  nature  of  the  restriction,  recorded 
as  direct  increases  to  net  assets,  or  is  deferred  and  recognized  as  revenue  in  the  period  the  related 
expenses  are  incurred. 

Program  Delivery 

Amounts  received  for  tuition  fees  and  sale  of  goods  and  services  are  recognized  as  revenue  in  the  period 
in  which  the  programs,  goods  or  services  are  provided. 

Revenue  from  contract  programs  are  determined  on  the  percentage  of  completion  method.  Provision  is 
made  for  all  anticipated  losses  as  soon  as  they  become  evident. 


Pledges 

Pledges  are  recognized  as  revenue  when  collected. 


(b)  Investments 

Investments  are  recorded  at  cost.  Gains  and  losses  on  investments  are  recognized  when  an  investment  is 
sold  or  when  there  is  an  other  than  temporary  decline  in  the  value  of  an  investment. 

(c)  Capital  Assets 

Capital  asset  acquisitions  are  recorded  at  cost,  except  donated  assets,  which  are  recorded  at  fair  value, 
when  fair  value  is  reasonably  determined. 

Capital  assets  are  amortized  on  a straight-line  basis  over  the  following  estimated  average  useful  lives: 


Building  22  years 

Furniture  and  equipment  10  years 

Computer  equipment  and  related  software  3-5  years 

Educational  resources  2 years 

Intellectual  property  2 years 


Leasehold  and  site  improvements  are  amortized  over  the  lower  of  the  expected  useful  life  of  the  related 
buildings  or  the  remaining  term  of  the  lease. 

Assets  under  capital  leases  are  amortized  on  a basis  that  is  consistent  with  the  above. 

Capital  assets  under  construction  are  not  amortized  until  construction  is  complete  and  the  assets  are 
ready  for  productive  use. 

The  fair  value  of  a liability  for  an  asset  retirement  obligation  is  recognized  in  the  period  incurred  if  a 
reasonable  estimate  of  fair  value  can  be  made.  The  associated  asset  retirement  costs  are  capitalized  as 
part  of  the  carrying  amount  of  the  asset  and  amortized  over  its  estimated  useful  life. 
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Significant  Accounting  Policies  and  Reporting  Practices  (cont.) 


(d)  Inventories 

Inventories  that  are  comprised  of  goods  for  resale  are  valued  at  the  lower  of  cost  and  net  realizable 
value.  Cost  is  determined  on  a weighted  average  basis.  Inventories  held  for  consumption  are  valued  at 
the  lower  of  cost  and  replacement  value  using  weighted  average. 

(e)  Employee  Future  Benefits 

The  College  participates  in  the  Public  Service  Pension  Plan  (PSPP)  and  the  Management  Employees 
Pension  Plan  (MEPP).  These  pension  plans  are  multi-employer  defined  benefit  pension  plans  that 
provide  pensions  for  the  College’s  participating  employees,  based  on  years  of  service  and  earnings. 

Pension  costs  included  in  these  financial  statements  comprise  the  amount  of  employer  contributions 
required  for  its  employees  during  the  year,  based  on  rates,  which  are  expected  to  provide  for  benefits 
payable  under  the  pension  plan.  The  College’s  portion  of  the  pension  plan’s  deficit  or  surplus  is  not 
recorded  by  the  College. 

(f)  Financial  Instruments 

The  College’s  financial  instruments  consist  of  accounts  receivable,  accounts  payable  and  accrued 
liabilities,  accrued  vacation  pay  and  lease  obligations. 

The  College  is  exposed  to  currency  risk  (the  risk  that  the  value  of  a financial  instrument  will  fluctuate 
due  to  changes  in  foreign  exchange  rates);  interest  rate  risk  (the  risk  that  the  value  of  a financial 
instrument  will  fluctuate  due  to  changes  in  market  interest  rates);  and  market  risk  (the  risk  that  the  value 
of  a financial  instrument  will  fluctuate  as  a result  of  changes  in  market  prices). 

It  is  management’s  opinion  that  the  College  is  not  exposed  to  significant  currency,  interest  or  market 
risks  arising  from  these  financial  instruments.  The  fair  value  of  these  financial  instruments  approximates 
their  carrying  value. 

3 Endowments 

Endowments  consist  of  externally  restricted  donations  to  the  College,  the  principal  of  which  is  required  to  be 
maintained  in  perpetuity  as  well  as  any  internal  allocations  by  the  Board.  The  investment  income  from 
endowments  must  be  used  in  accordance  with  the  purpose  established  by  the  donor  or  the  Board. 


2007  2006 


Externally  restricted 

$ 

765,398 

$ 

707,111 

Internally  allocated 

76,871 

- 

$ 

842,269 

$ 

707,111 
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Note  4 Cash  and  Investments,  and  Non-current  Cash 

Cash  funds  are  invested  in  a daily  interest  earnings  account  with  a Canadian  chartered  bank.  The  rates  earned  during  the  year  remained  constant  at 
3.25%  (2006;  1.50%  to  3.25%) 

2007  2006 
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$ 5,633,462  $ 2,098,313 

The  effective  yield  on  the  money  market  investments  ranged  from  4.37%  to  5.10%  (2006:  4.20%  to  4.30%),  bond  investments  ranged  from 
4.70%  to  5.00%  (2006:  4.52%  to  5.00%),  and  equities  ranged  from  1.60%  to  3.03%  (2006:  1.50%  to  3.15%).  Bond  investments  have  an  average  term 
of  9.5  years  (2006:  8.4  years) 


Note  5 


Inventories 


Note  6 


2007 

2006 

Books  and  educational  materials 

Artwork 

Consumable  supplies 

$ 472,016 

124,706 

181,302 

$ 418,196 

232,332 

106,411 

$ 778,024 

$ 756,939 

Cost  of  Goods  Sold 

Cost  of  goods  sold  consists  of  books  and  educational  materials  as  follows: 


2007 

2006 

Bookstore 

$ 729,694 

$ 799,770 

Continuing  Education 

21,218 

27,582 

Test  Of  Workplace  Essential  Skills 

52,786 

40,912 

$ 803,698  $ 868,264 


ote  7 


Capital  Assets 


2007 

2006 

Accumulated 

Net  Book 

Net  Book 

Cost 

Amortization 

Value 

Value 

Building 

$ 20,820,298 

$ 6,559,647 

$ 14,260,651 

$14,134,243 

Campus  expansion  - work  in  progress 

21,115,232 

- 

21,115,232 

2,967,775 

Land 

2,305,697 

- 

2,305,697 

2,305,697 

Computer  equipment  and  related  software 

6,192,287 

5,592,515 

599,772 

600,605 

Furniture  and  equipment 

2,820,514 

1,448,981 

1,371,533 

1,624,339 

Leasehold  and  site  improvements 

2,476,694 

1,737,875 

738,819 

1,031,043 

Educational  resources 

118,388 

117,385 

1,003 

1,755 

Intellectual  property 

63,944 

63,944 

- 

= 

$ 55,913,054 

$15,520,347 

$ 40,392,707 

$22,665,457 

Included  in  capital  assets  are  items  that  have  not  been  amortized  as  the  work  was  not  completed  and  the  asset  was 


not  in  use  as  of  June  30. 

2007 

2006 

Campus  expansion  - work  in  progress 

$ 21,115,232 

$ 2,967,775 

Included  in  computer  equipment  and  related  software  are  assets  under  capital  leases  with  an  original  cost  of  $739,079 
(2006:  $739,079)  and  accumulated  amortization  of  $739,079  (2006:  $701,422). 


Included  in  furniture  and  equipment  are  assets  under  capital  leases  with  an  original  cost  of  $301,269  (2006:  $301,269) 
and  accumulated  amortization  of  $250,565  (2006:  $188,733). 


The  College  also  disposed  of  capital  assets  with  an  original  cost  of  $69,858  (2006:  $191,153)  and  accumulated 
amortization  of  $69,318  (2006:  $190,866). 


The  College  has  recorded  a liability  for  an  asset  retirement  obligation  of  $539,1 16  (2006:  0).  The  asset  retirement 
obligation  represents  the  legal  obligation  associated  with  the  refurbishment  of  a section  of  the  building. 
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Deferred  Contributions 


The  deferred  contributions  balance  represents  amounts  accounted  for  in  accordance  with  the  accounting 
policy  described  in  Note  2 (a). 


2007 


2006 


Contributions  received  during  the  year: 

Conditional  funding  $ 2,460,655  $ 1,980,998 

Donations  and  contributions  959,047  834,960 

Entrepreneurial  contracts  and  other  grants  1,590,900  355,866 

5,010,602  3,171,824 

Transfers  from: 

Deferred  capital  contributions  (Note  9)  ^ 180,292 

5,010,602  3,352,116 


Transferred  to: 

Conditional  funding  (Note  14) 

Donations  and  contributions 
Entrepreneurial  contracts  and  other  grants 

(3,628,078)  (2,584,570) 


(2,868,807)  (2,108,978) 

(559,213)  (297,441) 

(200,058)  (178,151) 


Increase  during  the  year  1,382,524  767,546 

Deferred  contributions,  beginning  of  year  1,554,995  787,449 

Deferred  contributions,  end  of  year  $ 2,937,519  $ 1,554,995 


Unspent  amounts  at  the  end  of  the  year  are  restricted  for  the  following  purposes: 


Fund  Development 

$ 1,587,409 

$ 217,088 

Student  Awards 

649,817 

498,616 

Health  Conununity  Care 

294,500 

119,293 

Learning  Services 

293,534 

- 

Centre  for  Career  Advancement 

85,745 

- 

International  Education 

14,700 

- 

Academic  Foundations 

9,314 

361,677 

English  as  a Second  Language 

2,500 

292,337 

Learning  Resource  Services 

- 

56,909 

Office  of  the  Registrar 

- 

5,735 

Business  and  Industry  Training 

- 

2,600 

Continuing  Education 

- 

740 

$ 

2,937,519 

$ 

1,554,995 
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Note  9 


Deferred  Capital  Contributions 


2007 

2006 

Contributions  received  during  the  year: 

Grant  for  college  renovation  project 

Grant  for  infrastructure  maintenance  program 
Restricted  investment  income  (Note  17) 

Leasehold  improvement 

Grant  for  practical  nurse  program  expansion 

$ 

36,500,000 

436,000 

430,258 

53,000 

$ 

10,300,000 

218,000 

40,000 

37,419,258 

10,558,000 

Transferred  to  deferred  contributions: 

Deferred  contributions  (Note  8) 

(180,292) 

37,419,258 

10,377,708 

Transferred  to: 

Unamortized  deferred  capital  contributions  (Note  10) 

College  renovation  project 

Infrastructure  maintenance  program 

Leasehold  improvements 

Practical  nurse  program 

Assistive  technology  program 

Health  services 

(19,228,432) 

(86,501) 

(40,607) 

(2,733,717) 

(158,441) 

(112,549) 

(4,197) 

(2,582) 

(19,355,540) 

(3,011,486) 

Increase  during  the  year 

Deferred  capital  contributions,  beginning  of  year 

18,063,718 

10,452,613 

7,366,222 

3,086,391 

$ 

28,516,331 

$ 

10,452,613 

Unspent  amounts  at  end  of  year  are  restricted  for  the  following  purposes: 

College  renovation  project 

Infrastructure  maintenance  program 

Practical  nurse 

Leasehold  improvements 

Instructional  related  equipment 

$ 

28,086,713 

373,661 

40,000 

12,393 

3,564 

$ 

10,384,887 

24,162 

40,000 

3,564 

$ 

28,516,331 

$ 

10,452,613 
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Note  10 


Unamortized  Deferred  Capital  Contributions 


Note  11 


Unamortized  deferred  capital  contributions  represent  the  funded  portion  of  capital  assets  which  will  be 
recognized  in  future  periods.  Changes  in  the  unamortized  deferred  capital  contributions  balances  are  as 
follows: 


2007  2006 


Balance  at  the  beginning  of  year 

$ 

18,755,937 

$ 

17,146,771 

Add:  Purchase  of  capital  assets  (Note  9) 

19,355,540 

3,011,486 

Less:  Amortization  of  deferred  capital  contributions 

(1,444,696) 

(1,402,320) 

$ 

36,666,781 

$ 

18,755,937 

Lease  Obligation 

The  College  has  entered  into  capital  leases  with  interest  rates  ranging  from  8.40%  to  8.89%  (2006:  8.40% 
to  8.89%). 

2007 

2006 

Capital  lease  obligations 

$ 

7,925 

$ 

15,292 

Less:  current  portion 

7,925 

7,548 

$ 

_ 

$ 

7,744 

The  minimum  annual  payments  under  capital  lease  obligations  are  as  follows: 

2007-2008 

$ 

8,476 

Less:  Amounts  representing  interest 

551 

Capital  lease  obligations 

$ 

7,925 

During  the  year,  interest  on  capital  lease  obligations  amounting  to  $1,252  (2006:  $5,5(X))  has  been  charged 
to  expense. 
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Note  12 


Contractual  Obligations 


Note  13 


Note  14 


a)  Lease  Commitments 

Future  minimum  annual  lease  payments  under  operating  leases  are: 


Fiscal  year: 

2008 

$ 

1,224,627 

2009 

$ 

1,912,583 

2010 

$ 

1,189,367 

2011 

$ 

1,086,449 

2012 

$ 

1,006,745 

Thereafter 

$ 

844,722 

b)  As  at  June  30,  2007,  the  College  has  commitments  of  approximately  $47,839,731  (2006: 
$5,155,667)  for  capital  and  expansion  projects. 


Unearned  Revenue 

Unearned  revenue  is  summarized  as  follows: 


2007 

2006 

Tuition  fees 

$ 

1,864,170 

$ 

1,387,382 

Contract  programs 

678,665 

81,177 

$ 

2,542,835 

$ 

1,468,559 

Provincial  Government  Contributions  and  Grants 

2007 

2006 

Provincial  government  contributions  and  grants  consist  of: 

General  operating  grant 

$ 

22,442,145 

$ 

20,619,001 

Conditional  funding,  provincial  (Note  8) 

2,868,807 

2,108,978 

$ 

25,310,952 

$ 

22,727,979 
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Note  15 


Entrepreneurial  Contracts  and  Other  Grants 


Note  16 


Note  17 


Entrepreneurial  contracts  and  other  grants  consist  of: 


2007  2006 


Government  contracts 

$ 

7,916,307 

$ 

7,345,623 

Other  agencies  and  private  sector 

2,338,000 

2,243,008 

$ 

10,254,307 

$ 

9,588,631 

Ancillary  and  Other  Services 

Ancillary  and  other  services  consist  of: 

2007 

2006 

Ancillary  Department 

$ 

1,143,961 

$ 

1,275,570 

Centre  for  Career  Advancement/TOWES 

200,865 

79,581 

Academic  Departments 

98,215 

109,766 

Other  sales 

3,587 

26,367 

$ 

1,446,628 

$ 

1,491,284 

Investment  Income 

2007 

2006 

Total  investment  income  earned 

$ 

1,416,468 

$ 

520,042 

Less  transferred  to  deferred  contributions 

(44,300) 

(10,531) 

Less  transferred  to  deferred  capital  contributions  (Note  9) 

(430,258) 

- 

$ 

941,910 

$ 

509,511 
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Note  18 


Pension  Expense 


Note  19 


Bow  Valley  College  participates  in  two  multi-employer  pension  plans.  Public  Services  Pension  Plan  (PSPP) 
and  the  Management  Employees  Pension  Plan  (MEPP).  The  expense  for  these  plans  was  $1,599,005  for  the 
year  ended  June  30,  2007  (2006:  $1,434,161). 

At  December  31,  2006,  the  MEPP  reported  a deficiency  of  $6,765,000  (2005  deficiency  $165,895,000). 

At  December  31,  2006,  the  PSPP  reported  a surplus  of  $153,024,000  (2005  deficiency  $187,704,000). 


Supplies  and  Services 


2007  2006 


Professional  contracted  services 

$ 2,605,485 

$ 

2,093,120 

Facility  leases 

2,209,358 

1,893,843 

Advertising 

1,095,066 

1,013,970 

Maintenance  and  renovations 

1,079,318 

921,152 

Instructional  and  office  supplies 

1,039,565 

921,307 

Utilities 

645,562 

549,325 

Travel 

595,245 

542,487 

Non-capital  furniture  and  equipment 

306,011 

357,702 

Telecommunications  and  rentals 

230,805 

245,731 

Equipment  leases 

219,504 

231,435 

Computer  costs 

324,654 

227,586 

Freight  and  postage 

201,729 

189,273 

Bank  charges  and  lease  interest 

140,044 

119,710 

Memberships  and  subscriptions 

115,960 

100,550 

Insurance 

84,623 

84,374 

Other  supplies  and  services 

626,873 

438,512 

$ 11,519,802 

$ 

9,930,077 
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Note  20  Related  Parties 


The  College  is  a Provincial  Corporation.  The  members  of  the  Board  of  Governors  are  appointed  by  a combination  of  orders 
by  the  Lieutenant  Governor  in  Council  and  the  Minister  of  Advanced  Education  and  Technology.  Transactions  between  the 
College  and  the  Province  and  closing  balances  are  disclosed  as  follows: 

2007 

Transactions  Closing  Balances 


Revenue 

Unamortized 

Deferred 

Capital 

Contributions 

Deferred 
Contributions 
and  Deferred 
Capital 
Contributions 

Unearned 

Revenue 

Accounts 

Receivable 

Accounts 

Payable 

General  operating  grant 
Conditional  Funding 

$22,442,145 

2,868,807 

$ 

18,272,639 

$ 

19,835,109 

$ 

$ 

86,236 

$ 

Contract  programs 

25,310,952 

3,378,617 

18,272,639 

19,835,109 

208,431 

86,236 

548,087 

17,974 

$28,689,569 

$ 18,272,639 

$ 19,835,109 

$ 208,431 

$ 

634,323 

$ 17,974 

2006 

Transactions 

Closing  Balances 

Revenue 

Unamortized 

Deferred 

Capital 

Contributions 

Deferred 
Contributions 
and  Deferred 
Capital 
Contributions 

Unearned 

Revenue 

Accounts 

Receivable 

Accounts 

Payable 

General  operating  grant 
Conditional  Funding 

$20,619,001 

2,108,978 

$ 

3,004,707 

$ 

7,741,179 

$ 

11,404 

$ 

81,355 

$ 

Contract  programs 

22,727,979 

3,355,023 

3,004,707 

7,741,179 

11,404 

65,368 

81,355 

375,947 

17,297 

$26,083,002 

$ 3,004,707 

$ 7,741,179 

$ 76,772 

$ 

457,302 

$ 17,297 

During  the  year.  Bow  Valley  College  had  business  transactions  with  other  public  colleges,  technical  institutes 
and  universities  in  Alberta.  These  transactions  were  at  market  prices  on  normal  terms  of  purchase  and  sale. 
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The  salary  and  benefit  disclosure  is  provided  pursuant  to  Treasury  Board  Directive  12/98,  (as  amended  June  13,  2007)  and  includes  only  the  salaries 
and  benefits  of  those  individuals  in  the  senior  decision  making  group  of  the  College. 
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(2006:  $7,367)  was  allocated  to  student  scholarships. 


Note  22  Budget 


The  College  is  required  to  submit  a budget,  approved  by  the  Board  of  Governors  of  the  College, 
to  the  Minister  of  Advanced  Education  and  Technology  for  his  approval.  The  2006-2007  College 
Budget  was  approved  by  the  Board  of  Governors  on  May  23,  2006. 

Revenue: 


Provincial  government  contributions  and  grants 

$ 

24,759,527 

Tuition  fees 

13,187,815 

Entrepreneurial  contracts  and  other  grants 

10,298,927 

Ancillary  and  other  services 

1,542,068 

Investment  income 

330,000 

Donations  and  contributions 

428,214 

Amortization  of  deferred  capital  contributions 

Expense: 

1,366,000 

51,912,551 

Compensation  and  benefits 

$ 

32,549,648 

Supplies  and  services 

15,656,985 

Amortization  of  capital  assets 

2,378,000 

Cost  of  goods  sold 

974,691 

Scholarships  and  bursaries 

213,200 

51,772,524 

Excess  of  revenue  over  expense 

$ 

140,027 
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Note  23 


Changes  in  Non-Cash  Working  Capital 


Note  24 


2007 

2006 

(Increase)  in  accounts  receivable 
(Increase)  in  inventories 
(Increase)  in  prepaid  expenses 

Increase  in  accrued  vacation  pay 

Increase  in  accounts  payable  and  accrued  liabilities 
Increase  (decrease)  in  unearned  revenue 

Increase  in  deferred  contributions 

$ (1,269,054) 
(21,085) 
(340,006) 
95,001 
5,994,932 
1,074,276 
1,382,524 

$ 

(310,877) 

(127,151) 

(76,412) 

92,054 

732,615 

(345,704) 

767,546 

$ 6,916,588 

$ 

732,071 

Net  Assets  Invested  in  Capital  Assets 

2007 

2006 

Capital  assets  at  net  book  value 

$ 40,392,707 

$ 

22,665,457 

Financed  by  debt 

(7,925) 

(15,292) 

Unamortized  deferred  capital  contributions 

(36,666,781) 

(18,755,937) 

$ 3,718,001 

$ 

3,894,228 

46 


The  Board  of  Governors  has  designate  the  following  funds  as  restricted  net  assets: 
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Note  26  Pledges 

In  October  2001,  the  College  embarked  on  a five-year  $10,000,000  integrated  fundraising  campaign.  As  at 
June  30,  2007  outstanding  pledges  were  $1,274,1 1 1 (2006:  $1,413,894). 

Note  27  Comparative  Figures 

Certain  June  30,  2006  figures  have  been  reclassified  to  conform  to  the  current  year  presentation. 

Note  28  Approval  of  Financial  Statements 

These  financial  statements  were  approved  by  the  Board  of  Governors. 
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GRANDE  PRAIRIE  REGIONAL  COLLEGE 
CONSOLIDATED  FINANCIAL  STATEMENTS 
JUNE  30,  2007 


Auditor’s  Report 

Consolidated  Statement  of  Financial  Position 
Consolidated  Statement  of  Operations 
Consolidated  Statement  of  Changes  in  Net  Assets 
Consolidated  Statement  of  Cash  Flows 
Notes  to  the  Consolidated  Financial  Statements 
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AUDITOR 
GENERAL 
Alberta 


d GEI 

I M 


roRl 

RAL  " 


Auditor’s  Report 


To  the  Board  of  Governors  of  Grande  Prairie  Regional  College 


I have  audited  the  consolidated  statement  of  financial  position  of  the  Grande  Prairie  Regional 
College  as  at  June  30,  2007  and  the  consolidated  statements  of  operations,  changes  in  net  assets, 
and  cash  flows  for  the  year  then  ended.  These  financial  statements  are  the  responsibility  of  the 
College’s  management.  My  responsibility  is  to  express  an  opinion  on  these  financial  statements 
based  on  my  audit. 

I conducted  my  audit  in  accordance  with  Canadian  generally  accepted  auditing  standards.  Those 
standards  require  that  I plan  and  perform  an  audit  to  obtain  reasonable  assurance  whether  the 
financial  statements  are  free  of  material  misstatement.  An  audit  includes  examining,  on  a test 
basis,  evidence  supporting  the  amounts  and  disclosures  in  the  financial  statements.  An  audit  also 
includes  assessing  the  accounting  principles  used  and  significant  estimates  made  by 
management,  as  well  as  evaluating  the  overall  financial  statement  presentation. 

In  my  opinion,  these  consolidated  financial  statements  present  fairly,  in  all  material  respects,  the 
financial  position  of  the  College  as  at  June  30,  2007  and  the  results  of  its  operations  and  its  cash 
flows  for  the  year  then  ended  in  accordance  with  Canadian  generally  accepted  accounting 
principles. 


Edmonton,  Alberta 
October  26,  2007 
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GRANDE  PRAIRIE  REGIONAL  COLLEGE 
CONSOLIDATED  STATEMENT  OF  FINANCIAL  POSITION 
JUNE  30,  2007 


ASSETS 

Current 

2007 

2006 

Cash 

$ 2,336,267 

$ 316,185 

Accounts  receivable 

670,704 

969,642 

Inventories  (Note  4) 

478,660 

541,514 

Prepaid  expenses 

161,138 

83,186 

3,646,769 

1,910,527 

Long-term  investments  (Note  5) 

13,901,420 

12,170,143 

Capital  assets  (Note  6) 

39,175,049 

35,650,000 

$ 56,723,238 

$ 49,730,670 

LIABILITIES  AND  NET  ASSETS 

Current  — 

Accounts  payable 
Accrued  vacation  pay 
Unearned  revenue  (Note  7) 

Leave  programs  (Note  8) 

Deferred  contributions  (Note  9) 

Obligation  under  capital  lease  (Note  10) 

Current  portion  of  long-term  debt  (Note  1 1 ) 

Non-current 

Long-term  debt  (Note  1 1) 

Deferred  capital  contributions  (Note  9) 

Unamortized  deferred  capital  contributions  (Note  12) 


$ 1,804,117 

1,264,668 
362,935 
402,099 
1,764,259 

190,314 

5,788,392 

8,571,856 

3,224,126 

26,329,286 


$ 1,976,535 

1,499,996 
406,651 
405,549 
757,525 
118,006 
90,330 
5,254,592 

3,009,377 

3,436,955 

26,829,488 


43,913,660  38,530,412 

Net  assets 

Endowments  (Note  13)  2,91 1,308  2,900,097 

Investment  in  capital  assets  4,083,593  5,602,799 

Internally  restricted  net  assets  (Note  14)  2,1 99,530  1 ,973,829 

Unrestricted  net  assets  3,615,147  723,533 


12,809,578 


$ 56,723,238 


11,200,258 


$ 49,730,670 


The  accompanying  notes  are  an  integral  part  of  these  consolidated  financial  statements. 
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GRANDE  PRAIRIE  REGIONAL  COLLEGE 


CONSOLIDATED  STATEMENT  OF  OPERATIONS 

YEAR  ENDED  JUNE  30,  2007 

2007 

2006 

Budget 

Actual 

Actual 

Revenue 

Grants  (Note  17) 

Tuition  and  related  fees 

Sales,  rentals  and  services  (Note  1 8) 
Contract  programs 

Fund  raising  and  donations 

Investments 

Gain  on  disposal  of  capital  assets 

$ 

(Note  16) 

19,608,608  $ 

7,520,991 

3,337,772 

1,160,817 

1,030,071 

340,000 

20,640,398 

6,834,117 

4,009,882 

1,189,205 

1,026,152 

669,027 

$ 18,936,473 

6,700,333 
3,435,731 
1,048,315 
827,570 
437,585 
1,619 

Amortization  of  deferred  capital 
contributions  (Note  12) 

32,998,259 

1,985,000 

34,368,781 

1,946,930 

31,387,626 

1,727,493 

34,983,259 

36,315,711 

33,115,119 

Expense  (Note  19) 

Salaries  and  benefits  (Note  20) 

22,480,873 

21,186,311 

20,211,398 

Supplies  and  services 

7,350,905 

8,477,600 

7,645,160 

Amortization  of  capital  assets 

2,645,000 

2,728,289 

2,789,104 

Utilities 

959,981 

856,865 

864,678 

Cost  of  goods  sold 

1,006,668 

857,583 

897,149 

Scholarships  and  bursaries 

190,000 

280,186 

227,509 

Loss  on  disposal  of  capital  assets 

- 

330,768 

- 

34,633,427 

34,717,602 

32,634,998 

Excess  of  revenue  over  expense 

$ 

349,832  $ 

1,598,109 

$ 480,121 

The  accompanying  notes  are  an  integral  part  of  these  consolidated  financial  statements. 
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GRANDE  PRAIRIE  REGIONAL  COLLEGE 
CONSOLIDATED  STATEMENT  OF  CHANGES  IN  NET  ASSETS 
YEAR  ENDED  JUNE  30,  2007 
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GRANDE  PRAIRIE  REGIONAL  COLLEGE 
CONSOLIDATED  STATEMENT  OF  CASH  FLOWS 
YEAR  ENDED  JUNE  30,  2007 


2007  2006 


operating  activities 

Excess  of  revenue  over  expense 

$ 1,598,109 

$ 480,121 

Add  (deduct)  non-cash  transactions 

Amortization  of  capital  assets 

2,728,289 

2,789,104 

Loss  (gain)  on  disposal  of  capital  assets 

330,768 

(1,619) 

Amortization  of  deferred  capital  contributions 

(1,946,930) 

(1,727,492) 

Amortization  of  investment  discount 

(290,505) 

(248,274) 

2,419,731 

1,291,840 

Changes  in  non-cash  working  capital  (Note  23) 

835,662 

1,177,273 

Cash  generated  from  operating  activities 

3,255,393 

2,469,113 

Investing  activities 

Proceeds  on  disposal  of  capital  assets 

36,798 

1,619 

Acquisition  of  capital  assets 

(6,620,904) 

(5,393,397) 

Purchase  of  investments 

(3,012,526) 

(33,121,614) 

Disposal  of  investments 

1,571,754 

31,466,806 

Cash  applied  to  investing  activities 

(8,024,878) 

(7,046,586) 

Financing  activities 

Proceeds  of  capital  loan 

5,800,000 

2,350,000 

Payment  of  capital  lease  principal 

(118,006) 

(128,407) 

Payment  of  long  term  debt  principal 

(137,537) 

(62,293) 

Endowment  contributions 

11,211 

3,405 

Capital  contributions  (Note  9) 

1,233,899 

3,340,241 

Cash  generated  from  financing  activities 

6,789,567 

5,502,946 

Increase  in  cash 

2,020,082 

925,473 

Cash/(Bank  indebtedness)  at  beginning  of  year 

316,185 

(609,288) 

Cash  at  end  of  year 

$ 2,336,267 

$ 316,185 
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GRANDE  PRAIRIE  REGIONAL  COLLEGE 
NOTES  TO  THE  CONSOLIDATED  FINANCIAL  STATEMENTS 
JUNE  30,  2007 


Note  1 Authority  and  Purpose 

Grande  Prairie  Regional  College  (the  “College”)  operates  under  the  authority  of  the  Post 
Secondary^  Learning  Act,  Chapter  P-19.5,  Revised  Statutes  of  Alberta  2003.  The  College 
is  a registered  charity  and  is  exempt  from  the  payment  of  income  taxes  under  the 
Income  Tax  Act  (Canada). 

The  College's  purpose  is  to  provide  students  with  university  transfer,  on-campus  degree 
completion,  career  training,  post-secondary  preparatory  and  continuing  education 
programs  that  contribute  to  the  economic  and  social  well-being  of  the  region. 

Note  2 Summary  of  Significant  Accounting  Policies  and  Reporting  Practices 

(a)  B asis  of  Presentation 

These  consolidated  financial  statements  include  tibe  accounts  of  the  Grande 
Prairie  Regional  College  and  the  Grande  Prairie  Regional  College 
Alumni^oundation  (the  “Foundation”),  which  operates  under  the  Alberta 
Companies  Act  and  is  a registered  charitable  organization  for  income  tax 
purposes.  The  Foundation's  activities  are  directed  to  the  support  and  advancement 
of  tide  College.  The  financial  statements  have  been  prepared  in  accordance  with 
Canadian  generally  accepted  accounting  principles. 

(b)  Revenue  Recognition 

Unrestricted  contributions  are  recognized  as  revenue  when  they  are  received  or 
receivable. 

Externally  restricted  non-capital  contributions  are  deferred  and  recognized  as 
revenue  in  the  period  the  related  expenses  are  incuired. 

Externally  restricted  capital  contributions  are  deferred  until  the  related  capital 
asset  is  acquired.  Contributions  for  capital  assets  that  will  be  amortized  are 
transferred  to  unamortized  deferred  capital  contributions  in  the  period  the  asset  is 
acquired  and  are  recognized  as  revenue  in  the  periods  the  related  capital  assets  are 
amortized.  Contributions  for  capital  assets  that  will  not  be  amortized,  such  as 
land,  are  recorded  as  direct  increases  in  net  assets  in  the  period  the  asset  is 
acquired. 

Externally  restricted  endowment  contributions  are  recorded  as  direct  increases  in 
net  assets. 
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Note  2 Summary  of  Significant  Accounting  Policies  and  Reporting  Practices  (continued) 


Government  grants  are  accounted  for  as  unrestricted  or  externally  restricted 
contributions  in  accordance  with  the  terms  of  funding. 

Donations  of  materials  and  services  that  would  otherwise  have  been  purchased  are 
recorded  at  fair  value  when  a fair  value  can  be  reasonably  determined. 

Amounts  received  for  tuition  and  related  fees,  sales,  rentals  and  services  and 
contract  programs  are  recorded  as  unearned  revenue  and  recognized  as  revenue  in 
the  period  the  goods  are  delivered  or  the  services  are  provided. 

(c)  Endowments 

Endowments  represent  restricted  donations  and  amounts  designated  as 
endowments  by  the  Board  of  Directors  of  the  Foundation.  Principal  is  to  be  held 
intact.  Interest  earned  on  endowments  must  be  used  in  accordance  with  the 
conditions  imposed  by  the  donors’  terms  of  reference  or  by  Board  policy. 

(d)  Internally  Restricted  Net  Assets 

Internally  restricted  net  assets  are  amounts  set  aside  by  the  College  Board  of 
Governors  to  be  used  for  designated  purposes. 

(e)  Long-term  Investments 

Investments  are  recorded  at  cost.  Gains  and  losses  on  investments  are  recognized 
in  the  period  of  disposal  or  when  there  is  an  impairment  other  than  temporary  in 
value  of  the  investment. 

(f)  Financial  Instruments 

The  College  as  part  of  its  operations  carries  a number  of  financial  instruments. 

It  is  management's  opinion  that  the  College  is  not  exposed  to  significant 
interest,  currency  or  credit  risks  arising  from  these  financial  instruments  except 
as  otherwise  disclosed. 

(g)  Fair  Value  Disclosure 

The  carrying  amount  of  cash,  accounts  receivable,  bank  overdraft,  current  bank 
loans,  accounts  payable  and  accruals  approximates  their  fair  value  due  to  the 
short-term  maturities  of  these  items. 
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Note  2 Summary  of  Significant  Accounting  Policies  and  Reporting  Practices  (continued) 

The  fair  value  of  the  College’s  investments  in  bonds  and  equities  are  based  on 
quoted  market  prices  where  available,  or  on  prices  for  similar  investments. 

The  carrying  value  of  the  College’s  long-term  debt  approximates  its  fair  value, 
because  interest  charges  under  the  terms  of  the  debt  are  equivalent  to  loans 
extended  to  similar  organizations  for  similar  purposes  based  upon  the  current 
Canadian  bank  prime  rate. 

The  Canadian  Institute  of  Chartered  Accountants  (CICA)  has  issued  new 
accounting  standards  for  Financial  Instruments.  These  standards  are  effective 
for  the  College  begiiming  July  1,  2007.  The  principal  impacts  of  the  standards 
are  as  follows: 

Financial  assets  can  be  classified  as  available  for  sale,  held  to  maturity,  trading 
or  loans  and  receivables.  Financial  liabilities  can  be  classified  as  trading  or 
other.  All  of  the  College’s  financial  assets  and  liabilities  will  be  recorded  on 
the  consolidated  statement  of  financial  position  at  fair  value.  All  financial 
instruments  will  be  classified  as  available  for  sale  and  will  be  accounted  for  at 
fair  value  with  unrealized  gains  and  losses  reported  as  an  adjustment  to 
unrestricted  net  assets. 

The  opening  change  on  adopting  this  new  basis  of  accounting  on  July  1,  2007 
will  be  an  increase  in  the  net  assets  of  the  College  by  $191,537. 


(h)  Capital  Assets 


Capital  asset  acquisitions  are  recorded  at  cost,  except  donated  assets  which  are 
recorded  at  fair  value  when  a fair  value  can  be  reasonably  determined. 


Capital  assets  are  amortized  on  a straight-line  basis  over  their  estimated  useful 
lives  as  follows: 


Buildings 

Site  improvements 

Furnishings  and  equipment 

Vehicles 

Library  materials 

Leasehold  improvements 


25  to  40  years 
25  years 
5 to  15  years 
5 years 
10  years 
5 years 
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Note  2 Summary  of  Significant  Accounting  Policies  and  Reporting  Practices  (continued) 

(i)  Leases 

A lease  that  transfers  substantially  all  of  the  benefits  and  risks  of  ownership  is 
classified  a capital  lease.  At  the  inception  of  a capital  lease,  an  asset  and  a 
payment  obligation  are  recorded  at  an  amount  equal  to  the  lesser  of  the  present 
value  of  the  minimum  lease  payments  and  the  property’s  fair  market  value. 
Assets  under  capital  leases  are  amortized  on  a straight-  line  basis,  over  their 
estimated  useful  lives.  All  other  leases  are  accounted  for  as  operating  leases 
and  rental  payments  are  expensed  as  incurred. 

(j)  Long-lived  assets 

Long-lived  assets  consist  of  capital  assets.  Long-lived  assets  held  for  use  are 
measured  and  amortized  as  described  in  the  applicable  accounting  policies. 

The  College  performs  impairment  testing  on  long-lived  assets  held  for  use 
whenever  events  or  changes  in  circumstances  indicate  that  the  carrying  value  of 
an  asset,  or  group  of  assets,  may  not  be  recoverable.  Impairment  losses  are 
recognized  when  undiscounted  future  cash  flows  from  its  use  and  disposal  are 
less  than  the  asset’s  carrying  amount.  Impairment  is  measured  as  the  amount  by 
which  the  asset’s  carrying  value  exceeds  its  fair  value. 

(k)  Art  Collection 

The  College  holds  a collection  of  approximately  2,600  works  of  donated  art, 
consisting  of  sketches,  limited  edition  prints,  photographs,  and  some  original 
paintings.  The  collection  is  held  by  the  College  for  educational  use  and  for  public 
exhibition.  The  Board  of  Governors  passed  a resolution  requiring  the  art  to  be 
cared  for  and  preserved. 

Collection  artworks  are  not  recognized  as  assets  in  the  Statement  of  Financial 
Position.  Any  proceeds  from  their  sale  or  disposal  may  be  used  only  to  acquire 
other  art  for  the  collection  or  to  care  for  the  existing  collection.  Purchased  art 
added  to  the  collection  will  be  expensed  in  the  year  of  acquisition.  To  date,  no 
artwork  has  been  purchased  for  this  collection. 

(l)  Inventories 

Inventories  for  resale  are  valued  at  the  lower  of  cost  and  estimated  net  realizable 
value.  Cost  is  determined  on  a first-in,  first-out  basis.  Inventories  held  for 
consumption  are  valued  at  the  lower  of  cost  and  replacement  value. 
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Note  2 Summary  of  Significant  Accounting  Policies  and  Reporting  Practices  (continued) 

(m)  Pensions 

The  College  participates  in  the  Local  Authorities  Pension  Plan.  This  pension  plan 
is  a multi-employer  defined  benefit  pension  plan  that  provides  pensions  for  the 
College’s  participating  employees,  based  on  years  of  service  and  earnings. 

Pension  costs  included  in  these  financial  statements  comprise  the  amount  of 
employer  contributions  required  for  its  employees  during  the  year,  based  on  rates 
that  are  expected  to  provide  for  benefits  payable  under  the  pension  plan.  The 
College  does  not  record  the  College’s  portion  of  the  pension  plan’s  deficit  or 
surplus. 

(n)  Cash  and  equivalents 

Cash  and  equivalents  include  balances  with  banks  and  short-term  investments 
with  maturities  of  three  months  or  less. 

(o)  Measurement  uncertainty 

The  preparation  of  financial  statements  in  conformity  with  Canadian  generally 
accepted  accounting  principles  requires  management  to  make  estimates  and 
assumptions  that  affect  the  reported  amounts  of  assets  and  liabilities  and 
disclosure  of  contingent  assets  and  liabilities  at  the  date  of  the  financial 
statements,  and  the  reported  amounts  of  revenues  and  expenses  during  the 
reporting  period.  Accounts  receivable  are  stated  after  evaluation  as  to  their 
collectibility  and  an  appropriate  allowance  for  doubtful  accounts  is  provided 
where  considered  necessary.  Amortization  is  based  on  the  estimated  useful 
lives  of  Capital  Assets. 

These  estimates  and  assumptions  are  reviewed  periodically  and,  as  adjustments 
become  necessary  they  are  reported  in  earnings  in  the  periods  in  which  they 
become  known. 
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Note  3 Change  in  Accounting  Policy 
Capital  Assets 

In  the  current  financial  year,  the  College  made  a change  in  accounting  policy.  The 
change  in  policy  was  made  to  maintain  consistency  with  other  colleges.  Capital 
assets  with  a cost  less  than  $1,500  are  no  longer  capitalized  but  are  recognized  as  a 
cost  in  the  financial  year  in  which  they  are  incurred.  In  prior  years,  all  capital  assets 
over  $500  were  capitalized. 

This  change  in  accounting  policy  has  been  adopted  in  accordance  with  generally 
accepted  accounting  principles,  which  does  not  require  the  restatement  of 
comparative  information.  This  change  has  been  accounted  for  by  recording  the 
disposal  of  all  capital  assets  with  a cost  of  less  than  $1,500.  The  net  book  value  of 
assets  disposed  was  $350,362. 


Note  4 Inventories 


2007  2006 


Bookstore 

$ 

454,548 

$ 

514,165 

Duplicating  Services 

17,200 

20,864 

Financial  Services 

5,071 

5,147 

Climbing  Gym 

1,841 

1,338 

$ 

478,660 

$ 

541,514 
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Note  5 Long-term  Investments 


2007 

2006 

Book 

Market 

Book 

Market 

Value 

Value 

Value 

Value 

Bonds  and  bank  notes 
Government  of  Canada  bonds 
Provincial  bonds 

Canadian  bank  notes 

Corporate  bonds 

$ 

5,426,291 

7,175,480 

634,850 

$ 

5,382,122 

7,215,752 

643,479 

$ 1,100,000 
4,073,921 
5,797,110 
598,117 

$ 1,110,021 
4,167,595 
5,833,454 
625,300 

13,236,621 

13,241,353 

11,569,148 

11,736,370 

Equities 

664,799 

851,604 

600,995 

783,354 

$ 

13,901,420 

$ 

14,092,957 

$ 12,170,143 

$ 12,519,724 

Bonds  and  bank  notes  by  range  of  maturity  date  are  as  follows: 


2007 

Effective 

Book 

Market 

Yield 

Value 

Value 

to  Maturity 

Maturity  1 - 5 years 

$ 8,578,250 

$ 9,487,729 

4.5% 

Maturity  6-10  years 

1,740,429 

1,778,430 

5.7% 

Maturity  11-15  years 

1,654,635 

1,683,065 

5.3% 

Maturity  16-  20  years 

1,263,307 

1,143,733 

4.6% 

$ 13,236,621 

$ 14,092,957 

4.7% 

The  market  value  may  fluctuate  with  changes  in  current  interest  rates.  Market  values 
may  decrease  if  interest  rates  increase  and  market  values  may  increase  if  interest  rates 
decrease. 

Term  to  maturity  is  based  upon  the  contractual  maturity  of  the  security.  Effective  yield 
represents  the  rate  that  discounts  future  cash  receipts  to  the  carrying  value  of  the 
investments  at  June  30,  2007. 

Where  fair  value  is  less  than  cost,  in  management’s  best  judgment,  and  based  on  market 
Uends,  the  fair  value  will  likely  recover  over  time. 
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Note  6 


Capital  Assets 


2007 

2006 

Cost 

Accumulated 

Amortization 

Net  Book 

Value 

Net  Book 

Value 

Land 

$ 713,631 

$ 

$ 713,631 

$ 713,631 

Buildings 

54,848,445 

25,723,137 

29,125,308 

30,901,336 

Buildings  under  construction 

6,746,701 

- 

6,746,701 

1,136,875 

Site  improvements 

Furnishings,  equipment 

1,278,295 

1,233,037 

45,258 

65,945 

and  vehicles 

10,101,620 

8,411,507 

1,690,113 

2,012,169 

Library  materials 

1,862,392 

1,008,354 

854,038 

820,044 

$ 75,551,084 

$ 36,376,035 

$ 39,175,049 

$ 35,650,000 

Buildings  under  construction  are  currently  not  amortized.  Amortization  will  begin  upon 
the  earlier  of  substantial  completion  or  availability  for  use. 


Note  7 Unearned  Revenue 


2007 

2006 

Tuition  and  other  student  fees 

Sales,  rentals  and  services 

$ 

167,935 

195,000 

$ 

116,937 

289,714 

$ 

362,935 

$ 

406,651 
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Note  8 Leave  Programs 


The  previous  four-for-five  leave  plan  has  been  discontinued,  however  it  will  stay  in 
effect  until  all  employees  participating  in  the  plan  as  of  June  30,  2003  have  taken  then- 
leave  or  withdrawn  from  the  plan.  In  place  of  this  plan  there  are  now  two  self-initiated 
leave  programs,  one  for  the  Employees  Association  and  one  for  the  Academic  Staff 
Association.  The  Employees  Association  program  allows  the  employee  to  contribute 
20%  of  their  salary  to  the  plan.  In  the  year  of  leave,  the  College  will  make  a one-time 
contribution  of  15%  of  the  employee’s  annual  salary.  The  Academic  Staff  Association 
program  also  allows  the  employee  to  contribute  20%  of  their  salary  to  the  plan.  In  the 
year  of  leave,  the  College  will  pay  for  the  employee’s  benefits.  There  are  no  longer  any 
matching  contributions  with  the  new  leave  programs.  The  employees’  contributions  are 
still  held  by  the  College  until  the  leave  period  when  they  are  paid  to  the  employee  as 
salary  along  with  the  College  contributions.  Employees’  contributions  are  held  by  the 
College  and  recorded  as  a liability.  The  remaining  College  matching  amount  from  the 
four-for-five  leave  plan  and  interest  earned  on  the  employees’  contributions  are  also 
recorded  as  a liability  until  paid  to  the  employee. 


2007 

2006 

Enployees'  contributions  held  by  College 

$ 194,544 

$ 188,627 

College  matching  contributions 

175,630 

188,627 

Interest  held  on  employees'  contributions 

31,925 

28,295 

$ 402,099 

$ 405,549 
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Note  9 Deferred  Contributions 


Deferred  contributions  represent  unspent  funds  externally  restricted.  Changes  in  the 
deferred  contributions  balances  for  non-capital  and  for  capital  purposes  are  as  follows: 

Deferred  contributions  - conditional  grants,  donations,  and  other  deferred  contributions 


2007 

2006 

Contributions  received  during  the  year 

Transferred  from  deferred  capital  contributions 
Transferred  to  revenue 

Transferred  to  endowments 

$ 

2,391,678 

159,371 

(1,533,104) 

(11,211) 

$ 

1,059,721 

484,114 

(1,430,697) 

(3,405) 

Increase  during  the  year 

1,006,734 

109,733 

Balance  at  begiiming  of  year 

757,525 

647,792 

Balance  at  end  of  year 

$ 

1,764,259 

$ 

757,525 

The  balance  consists  of  funds  restricted  for: 
Scholarships  and  bursaries 

S.J.  Alward  library  fund 

Other 

$ 

1,243,412 

95,162 

425,685 

$ 

585,660 

49,727 

122,138 

$ 

1,764,259 

$ 

757,525 

Deferred  capital  contributions 

2007 

2006 

Contributions  received  during  year 

Transferred  to  deferred  contributions  - operating 
Transferred  to  unamortized  deferred  capital 
contributions  (Note  12) 

$ 

1,393,270 

(159,371) 

(1,446,728) 

$ 

3,824,355 

(484,114) 

(441,474) 

Increase  (decrease)  during  the  year 

(212,829) 

2,898,767 

Balance  at  beginning  of  year 

3,436,955 

538,188 

Balance  at  end  of  year 

$ 

3,224,126 

$ 

3,436,955 
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Note  10  Obligation  Under  Capital  Lease 


The  capital  lease  obligation  has  been  paid  in  full  in  the  current  fiscal  year  at  a rate  of 
7.1%.  No  future  lease  obligations  exist. 


Note  1 1 Long-Term  Debt 


Principal  Outstanding 


2007 

2006 

Student  residence  - debenture 

$ 

320,000 

$ 

336,000 

Student  residence  - debenture 

420,000 

440,000 

Student  residence  - debenture 

2,269,377 

2,323,707 

Student  residence  - debenture 

Less  current  portion 

5,752,793 

(190,314) 

(90,330) 

$ 

8,571,856 

$ 

3,009,377 
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Note  1 1 Long-Term  Debt  (continued) 


On  November  15,  2001,  the  College  borrowed  the  sum  of  $400,000  from 
Alberta  Capital  Financing  Authority  as  a constmction  loan  to  build 
a new  student  residence.  The  loan  bears  interest  at  6%  and  matures 
November  15,  2026  with  25  annual  payments  of  principal  and  interest 
beginning  November  15,  2002. 


The  repayment  of  principal  in  the  next  five  fiscal  years  is  as  follows: 


2008 

2009 

2010 
2011 
2012 


$ 16,000 

16,000 

16,000 

16,000 

16,000 


The  student  residence  loan  is  secured  by  a general  security  agreement  over  all 
proceeds  derived  directly  or  indirectly  from  the  operations  of  the  residence 
building  named  Resources  Place. 


On  July  15,  2002,  the  College  borrowed  the  sum  of  $500,000  from 
Alberta  Capital  Financing  Authority  as  a construction  loan  to  build 
a new  student  residence.  The  loan  bears  interest  at  6.125%  and  matures 
July  15,  2027  with  25  annual  payments  of  principal  and  interest 
beginning  July  15,  2003. 

The  repayment  of  principal  in  the  next  five  fiscal  years  is  as  follows: 


2008 

20,000 

2009 

20,000 

2010 

20,000 

2011 

20,000 

2012 

20,000 

The  student  residence  loan  is  secured  by  a general  security  agreement  over  all 
proceeds  derived  directly  or  indirectly  from  the  operations  of  the  residence 
building  named  Resources  Place. 
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Note  1 1 Long-Term  Debt  (continued) 


On  September  15,  2005,  the  College  borrowed  the  sum  of  $2,350,000  from 
Alberta  Capital  Financing  Authority  as  a construction  loan  to  build 
a new  student  residence.  The  loan  bears  interest  at  4.392%  and  matures 
September  15,  2030  with  50  semi  annual  payments  of  principal  and  interest 
beginning  S eptember  1 5 , 2005 . 

The  repayment  of  principal  in  the  next  five  fiscal  years  is  as  follows: 


2008 

$ 56,743 

2009 

59,262 

2010 

61,894 

2011 

64,642 

2012 

67,512 

The  student  residence  loan  is  secured  by  a general  security  agreement  over  all 
proceeds  derived  directly  or  indirectly  from  the  operations  of  the  residence 
building  named  Resources  Place. 

On  December  15,  2006,  the  College  borrowed  the  sum  of  $5,800,000  from 
Alberta  Capital  Financing  Authority  as  a construction  loan  to  build 
a new  student  residence.  The  loan  bears  interest  at  4.427%  and  matures 
December  15,  2036  with  60  semi  annual  payments  of  principal  and  interest 
beginning  June  15,  2007. 

The  repayment  of  principal  in  the  next  five  fiscal  years  is  as  follows: 


2008 

$ 67,571 

2009 

101,939 

2010 

106,501 

2011 

111,268 

2012 

116,249 
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Note  12  Unamortized  Deferred  Capital  Contributions 

Unamortized  deferred  capital  contributions  represent  the  externally  funded  portion  of 
capital  assets,  which  will  be  recognized  as  revenue  in  future  periods.  Changes  in  the 
unamortized  deferred  capital  contribution  balance  are  as  follows: 


2007  2006 


Balance  at  beginning  of  year 

$ 

26,829,488 

$ 

28,115,507 

Add  amount  transferred  from  deferred 

contributions  (Note  9) 

1,446,728 

441,474 

Less  amount  amortized  to  revenue 

(1,946,930) 

(1,727,493) 

Balance  at  end  of  year 

$ 

26,329,286 

$ 

26,829,488 

Note  13  Endowments 

Endowments  include  donations  received  by  the  organization  and  interest  earnings  that 
have  been  redirected  to  principal  as  requested  by  the  donor  of  the  original  endowment  or 
by  board  policy.  Externally  restricted  endowments  are  required  to  be  maintained  intact 
in  accordance  with  the  donor’s  wishes  or  by  board  policy.  Internally  restricted 
endowments  are  required  to  be  maintained  in  accordance  with  departmental  direction. 


Balance  at 
Beginning  of 
Year 

Contributions 

and 

Transfers 

Reinvested 

Earnings 

Balance  at 

End 

of  Year 

Externally  Restricted 

Scholarships  fund 

$ 1,344,088 

$ 11,211 

$ 

$ 1,355,299 

S.J.  Alward  library  fund 

618,550 

- 

- 

618,550 

1,962,638 

11,211 

1,973,849 

Internally  Restricted 

Scholarships  fund 

484,568 

- 

- 

484,568 

Athletic  fund 

300,902 

- 

- 

300,902 

Theatre  fund 

78,682 

- 

- 

78,682 

Foundation  fund 

73,307 

- 

- 

73,307 

937,459 

937,459 

$ 2,900,097 

$ 

11,211 

$ 

- 

$ 2,911,308 
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Note  13 


Endowments  (continued) 


The  SJ.  Alward  library  fund  contains  funds  contributed  by  the  Alward  estate  and  the 
Province  of  Alberta  matching  grants  for  use  in  connection  with  the  College  Library. 
These  hinds  were  placed  in  the  library  endowment  fund  by  the  Grande  Prairie 
Regional  College  Foundation  Board  of  Directors,  with  the  agreement  of  the  Alward 
Estate. 


Note  14  Internally  Restricted  Net  Assets 

The  Management  of  the  College  with  the  approval  of  the  Board  of  Governors  has  placed 
restrictions  on  the  spending  of  a portion  of  the  accumulated  excess  of  revenue  over 
expenditure  for  specific  purposes  as  shown  below. 

The  Management  of  the  College  intend  to  spend  these  internally  restricted  amounts  for 
these  purposes.  They  are  not  available  for  any  other  purposes  without  the  approval  of 
the  Board. 


2007 


2006 


Capital 

Student  residence 
Physical  activity  centre 
Other  departments 
Duplicating  Services 


Nomcapital 

College  operating  expenses 
Foundation  - internally  restricted 


$ 258,212  $ 76,284 

37,086  30,857 

49,203 

50,000 

295,298  206,344 

1,329,242  1,511,555 

574,990  255,930 

1,904,232  1,767,485 

$ 2,199,530  $ 1,973,829 
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Note  15 


Commitments 


Professional  Leave 

Effective  August  15,  1998,  the  College  has  agreed  under  Article  12  of  the  collective 
agreement  with  the  Academic  Staff  Association  to  provide  a total  of  48  months  of  paid 
professional  leave  to  members  of  the  Academic  Staff  Association  each  contract  period 
(August  15  to  August  14).  Members  of  the  Administrative  Group  may  request  approval 
for  paid  professional  leave. 

At  June  30,  2007,  the  following  commitments  have  been  made  under  the  above 
agreement,  for  which  no  provision  has  been  made  in  the  financial  statements. 

2007  2006 


Academic  Staff 

July  1, 2007  to  August  14, 2007 
August  15, 2007  to  August  14, 2008 


$ 23,941  $ 15,266 

204,417  191,526 


$ 228,358  $ 206,792 


Note  16  Budget 

On  March  23,  2006  the  Board  of  Governors  approved  a consolidated  revenue  and 
expense  budget  for  Grande  Prairie  Regional  College  for  2006-2007.  The  budget 
approved  provided  an  annual  operating  excess  of  revenue  over  expense  of  $349,832  and 
an  annual  Foundation  operating  revenue  equal  to  expense. 

The  two  budgets  have  been  consolidated  and  presented  in  the  Consolidated  Statement  of 
Operations. 
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Note  17  Grants  Revenue 


2007 

2006 

Department  of  Advanced  Education  & Technology 

Base 

Conditional 

Province  of  Alberta,  other 

$ 

19,483,431 

649,382 

332,678 

20,465,491 

$ 17,589,646 

1,129,951 
131,689 

18,851,286 

Government  of  Canada 

174,907 

85,187 

$ 

20,640,398 

$ 18,936,473 

Note  18  Sales,  Rentals  and  Services 


2007 


Revenue 

Expense 

Net 

Student  Residence 

$ 

1,279,440 

$ 956,055 

$ 323,385 

Parking 

197,347 

18,194 

179,153 

Bookstore 

1,017,300 

857,583 

159,717 

Food  Services  and  Vending 

55,740 

5,683 

50,057 

Conference  Sales  and  Rentals 

29,809 

224 

29,585 

Sale  of  logs 

7,481 

25,880 

(18,399) 

Fitness  Centre 

159,013 

162,940 

(3,927) 

Climbing  Gym 

80,164 

83,915 

(3,751) 

Other 

1,183,588 

268,451 

915,137 

$ 

4,009,882 

$ 2,378,925 

$ 1,630,957 

2006 


Revenue 

Expense 

Net 

Student  Residence 

$ 1,001,952 

$ 700,638 

$ 

301,314 

Parking 

195,115 

14,019 

181,096 

Bookstore 

981,927 

962,143 

19,784 

Food  Services  and  Vending 

48,320 

10,574 

37,746 

Conference  Sales  and  Rentals 

29,154 

- 

29,154 

Sale  of  logs 

39,539 

116,404 

(76,865) 

Fitness  Centre 

132,802 

169,832 

(37,030) 

Climbing  Gym 

71,218 

70,512 

706 

Other 

935,704 

214,171 

721,533 

$ 3,435,731 

$ 2,258,293 

$ 

1,177,438 
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Note  19  Expense 

Expense  is  summarized  by  function  as  follows: 


2007 


2006 


Direct  instmction 

$ 15,935,507 

$ 15,527,658 

Institutional  support 

10,285,439 

9,257,094 

Amortization  of  capital  assets 

2,728,289 

2,789,104 

Academic  support 

1,462,616 

1,466,017 

Ancillary  services 

2,286,786 

2,007,097 

Student  services 

1,408,011 

1,360,519 

Scholarships 

280,186 

227,509 

Loss  on  disposal  of  capital  assets 

330,768 

- 

$ 34,717,602  $ 32,634,998 


Direct  instruction  encompasses  all  formal  educational  and  instmctional  program 
elements.  Institutional  support  includes  all  activities  that  provide  College- wide  support 
to  other  programs.  Academic  support  includes  all  activities  that  directly  support  the 
educational  and  instructional  elements  such  as  academic,  administration,  library,  and 
audio-visual  services.  Student  services  include  all  activities  or  services  to  the  student 
body  of  the  College. 
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Note  20  Salaries  and  Benefits 


2007 

2006 

Base 

Salaries^*  ^ 

Other  Cash 

Benefits^^^ 

Other 

Non-Cash 

Benefits^^’"^^ 

Total 

Total 

Chairman  of  the  Board^^^ 

Board  Members^^^ 

$ 

$ 5,808  $ 

42,894 

97 

1,940 

$ 5,905 

44,834 

$ 5,601 

38,183 

President^^^ 

146,309 

_ 

13,918 

160,227 

150,183 

Vice  Presidents 


Academic^”^^ 

46,183 

8,607 

2,864 

57,654 

142,144 

Administration 

129,071 

- 

20,398 

149,469 

132,972 

Executive  Director 

Advancement 

119,252 

- 

12,875 

132,127 

54,265 

Directors/Deans 

Workforce  Development 

101,053 

- 

18,254 

119,307 

110,271 

Human  Resources 

97,165 

- 

9,078 

106,243 

162,459 

Campus  Operations 

109,299 

- 

19,240 

128,539 

123,366 

Registrar 

109,299 

- 

19,131 

128,430 

123,215 

( 1 ) S aiaries  include  pensionable  base  pay. 

(2)  Other  Cash  benefits  include  Board  of  Governors  Honorarium  and  vacation 
payouts. 

(3)  Benefits  and  allowances  represent  the  College’s  share  of  employee  benefits 
including  Canada  Pension  Plan,  Employment  Insurance,  pensions,  health  care, 
dental  coverage,  group  life  insurance,  accidental  death  and  dismemberment 
insurance. 

(4)  An  automobile  allowance  is  provided  to  the  President,  Vice-President  - Academic 
and  the  Vice-President  - Administration  of  the  College  and  to  the  Executive 
Director  - Advancement  of  the  Foundation. 

(5)  The  Chairman  of  the  Board  and  one  Board  member  donated  a portion  of  their 
remuneration  to  the  Grande  Prairie  Regional  College  Foundation  in  the  amount  of 
$3,108  (2006 -$4,279). 

(6)  This  position  was  occupied  by  three  individuals  during  the  year. 

(7)  This  position  was  only  partially  occupied  in  die  year. 
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Note  21  Pension  Costs 


The  College  participates  in  a multi-employer  pension  plan,  Local  Authorities  Pension 
Plan  (LAPP).  The  expense  for  this  plan  is  $1,219,787  for  the  year  ended  June  30, 2007 
(2006 -$1,172,893). 

At  December  3 1 , 2006  the  LAPP  reported  a deficiency  of  $746,65 1 ,000,  (2005  - a 
deficiency  of  $863,558,000). 


Note  22  Related  Party 

Province  of  Alberta 

The  College  is  a Provincial  Corporation  as  all  members  of  the  Board  of  Governors  are 
appointed  by  combination  of  an  Order  by  the  Lieutenant  Governor  in  Council  and  the 
Minister  of  Advanced  Education.  Grants  revenue  transactions  between  the  College  and 
the  Province  are  disclosed  in  the  College  consolidated  financial  statements  as  follows: 


2007 

Revenue 

Transferred  to 

Unamortized 

Capital 

Contributions 

Deferred 

Contributions 

Operations 

$ 

19,483,431 

$ 

$ 

Access 

335,012 

144,269 

791,916 

Infrastructure  renewal 

159,371 

1,237,714 

2,935,790 

Other 

487,677 

- 

272,323 

$ 

20,465,491 

$ 1,381,983 

$ 4,000,029 

2006 

Transferred  to 

Unamortized 

Capital 

Deferred 

Revenue 

Contributions 

Contributions 

Operations 

$ 

17,464,703 

$ 

$ 

Access 

159,693 

3,466 

1,300 

Infrastructure  renewal 

329,615 

286,274 

3,392,875 

Other 

897,275 

- 

- 

$ 18,851,286 

$ 

289,740 

$ 3,394,175 

During  the  year  the  College  had  business  transactions  with  other  entities  controlled  by 
the  Province  of  Alberta.  These  transactions  were  at  market  prices  on  normal  terms  of 
purchase  and  sale. 
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Note  23  Changes  in  Non-cash  Working  Capital 


2007 

2006 

Accounts  receivable 

$ 

298,938 

$ 261,837 

Inventories 

62,854 

(2,028) 

Prepaid  expenses 

(77,952) 

(83,186) 

Accounts  payable 

(172,418) 

749,775 

Accrued  vacation  pay 

(235,328) 

208,823 

Unearned  revenue 

(43,716) 

146,638 

Four-for-five  Leave  Plan 

(3,450) 

(214,319) 

Deferred  contributions 

1,006,734 

109,733 

$ 

835,662 

$ 1,177,273 

Note  24  Contractual  Obligations 

As  at  June  30, 2007,  the  College  has  outstanding  contractual  commitments  for  capital 
projects  as  follows: 

Student  Housing  - Phase  4 $ 501 ,390 

Child  Care  Centre  686,173 


$ 1,187,563 


Note  25  Funds  Held  on  Behalf  of  Others 

The  College  holds  the  following  funds  on  behalf  of  others  over  which  the  Board  has  no 
power  of  appropriation.  Accordingly,  these  funds  are  not  included  in  the  consolidated 
financial  statements. 


2007  2006 


Productions 

$ 

60,818 

$ 

58,000 

EA  Staff  Development 

59,338 

58,924 

ASA  Professional  Growth 

171,983 

150,069 

Other 

(8,538) 

7,901 

$ 

283,601 

$ 

274,894 
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Note  26  Contingency 

The  College,  in  the  conduct  of  its  normal  activities,  is  a defendant  in  a number  of  legal 
proceedings.  While  the  ultimate  outcome  of  these  proceedings  cannot  be  predicted  at 
this  time,  it  is  the  opinion  of  the  administration  that  adequate  provision  for  these 
proceedings  has  been  made  in  the  College's  accounts.  It  is  believed  that  the  resolution 
of  the  proceedings  will  not  have  a material  effect  on  the  financial  position  of  the 
College,  however,  should  any  additional  loss  result  from  the  resolution  of  these 
proceedings,  such  amounts  would  be  expensed  as  the  related  amounts  become  known  to 
the  College. 


Note  27  Approval  of  Financial  Statements 

These  consolidated  financial  statements  were  approved  by  the  Board  of  Governors. 
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AUDIT 

GENE„„ 

Alberta 


Auditor’s  Report 


To  the  Board  of  Governors  of  Grant  MacEwan  College 

I have  audited  the  consolidated  statement  of  financial  position  of  Grant  MacEwan 
College  as  at  June  30,  2007  and  the  consolidated  statements  of  revenue  and  expense, 
changes  in  net  assets  and  cash  flows  for  the  year  then  ended.  These  financial  statements 
are  the  responsibility  of  the  College's  management.  My  responsibility  is  to  express  an 
opinion  on  these  financial  statements  based  on  my  audit. 

I conducted  my  audit  in  accordance  with  Canadian  generally  accepted  auditing  standards. 
Those  standards  require  that  I plan  and  perform  an  audit  to  obtain  reasonable  assurance 
whether  the  financial  statements  are  free  of  material  misstatement.  An  audit  includes 
examining,  on  a test  basis,  evidence  supporting  the  amounts  and  disclosures  in  the 
financial  statements.  An  audit  also  includes  assessing  the  accounting  principles  used  and 
significant  estimates  made  by  management,  as  well  as  evaluating  the  overall  financial 
statement  presentation. 

In  my  opinion,  these  consolidated  financial  statements  present  fairly,  in  all  material 
respects,  the  financial  position  of  Grant  MacEwan  College  as  at  June  30,  2007  and  the 
results  of  its  operations  and  its  cash  flows  for  the  year  then  ended  in  accordance  with 
Canadian  generally  accepted  accounting  principles. 


Edmonton,  Alberta 
September  14,  2007 


FCA 

Auditor  General 
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GRANT  MacEWAN  COLLEGE 

CONSOLIDATED  STATEMENT  OF  FINANCIAL  POSITION 
at  June  30,  2007 


2007 

2006 

ASSETS 

(restated  - note  3) 

Current: 

Cash  and  cash  equivalents 

$ 

92,388,514 

$ 

48,111,468 

Accounts  receivable 

5,082,647 

3,296,382 

Inventories  (Note  5) 

1,896,274 

1,975,185 

Prepaid  expenses 

1.059.549 

690.544 

100,426,984 

54,073,579 

Investments  (Note  6) 

31,477,208 

29,292,466 

Capital  assets  (Note  7) 

236.421.134 

205.055.627 

$ 

368.325.326 

i. 

288.421.672 

LIABILITIES  AND  NET  ASSETS 

Current  Liabilities: 

Accounts  payable  and  accrued  liabilities 

$ 

17,533,777 

$ 

8,616,146 

Accrued  vacation  pay 

5,725,556 

4,767,877 

Unearned  revenue  (Note  8) 

5,324,322 

4,382,868 

Deferred  contributions  (Note  9) 

27,663,177 

9,622,884 

Current  portion  of  long  term  debt  (Note  11) 

1.306.629 

1.239.743 

57,553,461 

28,629,518 

Deferred  capital  contributions  (Note  9) 

12,232,532 

11,457,865 

Unamortized  deferred  capital  contributions  (Note  10) 

134,212,773 

100,305,587 

Long  term  debt  (Note  11) 

50.117.711 

50.986.085 

254.116.477 

191.379.055 

Net  Assets: 

Endowments  (Note  12) 

16,837,286 

12,825,869 

Investment  In  capital  assets 

50,784,021 

52,524,212 

Internally  restricted  net  assets  (Note  15) 

35,116,231 

24,984,345 

Unrestricted  net  assets 

11.471.311 

6.708.191 

114.208.849 

97.042.617 

4 368.325.326 

4 288.421.672 

The  accompanying  notes  are  part  of  these  consolidated  financial  statements. 


79 


GRANT  MacEWAN  COLLEGE 

CONSOLIDATED  STATEMENT  OF  REVENUE  AND  EXPENSE 
FOR  THE  YEAR  ENDED  JUNE  30,  2007 


2007 

2006 

(restated  - note  3) 

Revenue 

Grants  (Note  13) 

$ 

75,627,802 

$ 

64,204,536 

Tuition  and  related  fees 

51,397,995 

48,812,288 

Sales,  rentals  and  services 

23,469,128 

21,914,493 

Amortization  of  deferred  capital  contributions  (Note  10) 

3,840,339 

3,518,369 

Contract  programs 

4,101,921 

3,869,250 

Donations 

1,833,504 

3,983,923 

Investment  income  (Note  14) 

5.166.390 

3.153.589 

165.437.079 

149.456.448 

Expense 

Salaries  and  benefits 

94,206,879 

84,960,893 

Supplies  and  services 

30,598,066 

29,223,416 

Amortization  of  capital  assets 

10,182,563 

9,581,916 

Cost  of  goods  sold 

8,462,442 

7,778,004 

Utilities 

3,731,905 

3,983,850 

Scholarships  and  bursaries 

1,225,620 

1,054,908 

Interest  on  long  term  debt 

2.945.793 

2.543.895 

151.353.268 

139.126.882 

Excess  of  revenue  over  expense 

$ 

14.083.811 

$ 

10.329.566 

The  accompanying  notes  are  part  of  these  consolidated  financial  statements. 
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GRAI^T  MacEWAN  COLLEGE 

CONSOLIDATED  STATEMENT  OF  CHANGES  IN  NET  ASSETS 
FOR  THE  YEAR  ENDED  JUNE  30,  2007 
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The  accompanying  notes  are  part  of  these  consolidated  financial  statements. 


GRANT  MacEWAN  COLLEGE 
CONSOLIDATED  STATEMENT  OF  CASH  FLOWS 
FOR  THE  YEAR  ENDED  JUNE  30,  2007 

2007  2006 


Cash  provided  from  (used  in)  operating  activities: 

Excess  of  revenue  over  expense 
Add  (deduct)  non-cash  transactions: 

Amortization  of  capital  assets 
Loss  on  disposal  of  capital  assets 
Amortization  of  deferred  capital  contributions 

Net  change  in  non-cash  working  capital  (*) 


(restated  - note  3) 


$ 14,083,811 

10,182,563 

1,049,005 

r3.840.3391 

21,475,040 

22.160.681 

43.635.721 


$ 10,329,566 

9,581,916 

105,393 

(3.518.369^ 

16,498,506 

3.254.654 

19.753.160 


Cash  provided  from  (used  in)  investing  activities: 

Acquisition  of  capital  assets: 

Internally  funded  (4,389,510)  (2,095,168) 

Externally  funded  (37,747,525)  (12,882,745) 

Debt  funded  (473,708)  (8,442,122) 

Proceeds  on  disposal  of  capital  assets  13,669  32,557 

Acquisition  of  long  term  investments  (net)  f 1.818.037)  (1.744.325) 

(44.415.111)  (25.131.803) 


Cash  provided  from  (used  in)  Financing  activities: 

Endowment  contributions  2,715,717  77,550 

Capital  asset  contributions  (Note  9)  37,747,525  12,882,745 

Deferred  capital  contributions  774,667  7,905,774 

Construction  payables  4,620,015  (4,166,051) 

Long-term  debt  (801.488)  5.332.443 

45.056.436  22.032.461 


Increase  in  cash  and  cash  equivalents 


44,277,046  16,653,818 


Cash  and  cash  equivalents,  beginning  of  year 
Cash  and  cash  equivalents,  end  of  year 


48.111.468 

i 92.388.514 


31.457.650 

$ 48.111.468 


(*)  Net  Change  in  non-cash  working  capital: 


Accounts  receivable 

$ 

(1,786,265) 

$ 

(490,841) 

Inventories 

78,911 

(9,648) 

Prepaid  expenses 

(369,005) 

193,002 

Accounts  payable  and  accrued  liabilities 

4,297,614 

(4,310,677) 

Accrued  vacation  pay 

957,679 

51,859 

Unearned  revenue 

941,454 

654,917 

Deferred  contributions 

18.040.293 

7.166.042 

1 

22.160.681 

1 

3.254.654 

The  accompanying  notes  are  part  of  these  consolidated  financial  statements. 
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GRANT  MacEWAN  COLLEGE 

NOTES  TO  THE  CONSOLIDATED  FINANCIAL  STATEMENTS 
JUNE  30,  2007 


Note  1 Authority  and  Purpose 

Grant  MacEwan  College  (the  "College")  operates  under  the  authority  of  the  Post  Secondary  Learning  Act. 
The  College  offers  undergraduate  degree  programs,  applied  degrees,  diplomas,  certificates  and  degree 
transfer  programs  in  business,  health  and  community  studies,  arts  and  science;  and  performing  visual  and 
communication  arts.  The  College  also  offers  continuing  education  programs,  corporate  training,  on-line 
credentials,  and  rural  consortium  programs.  Internationally,  the  College  provides  diploma  programs  in  the 
Ukraine  and  Russia  as  well  as  course  delivery  In  several  countries. 

The  College  is  a registered  charity,  and  under  Section  149  of  the  Income  Tax  Act  is  exempt  from  payment 
of  income  tax. 

Note  2 Significant  Accounting  Policies  and  Reporting  Practices 

(a)  General 

These  consolidated  financial  statements  have  been  prepared  in  accordance  with  Canadian  generally 
accepted  accounting  principles.  The  measurement  of  certain  assets  and  liabilities  is  contingent 
upon  future  events;  therefore,  the  preparation  of  these  statements  requires  the  use  of  estimates, 
which  may  vary  significantly  from  actual  results.  The  following  accounting  policies  and  reporting 
practices  are  considered  significant. 

(b)  Consolidated  Financial  Statements 

These  consolidated  financial  statements  include  the  accounts  of  the  Grant  MacEwan  College 
Foundation,  which  operates  under  part  9 of  the  Companies  Act  of  Alberta  for  the  support  and 
advancement  of  the  College.  The  Foundation  is  a registered  charity  and  is  exempt  from  payment 
of  income  taxes. 

(c)  Valuation  of  Financial  Instruments 

Fair  value  is  the  amount  of  consideration  agreed  upon  in  an  arm's  length  transaction  between 
knowledgeable,  willing  parties  who  are  under  no  compulsion  to  act.  The  fair  value  of  cash  and 
cash  equivalents,  accounts  receivable  and  accounts  payable  and  accrued  liabilities  are  estimated  to 
approximate  their  carrying  values. 

Investments  are  recorded  at  cost.  Gains  and  losses  on  investments  are  recognized  upon 
liquidation,  or  when  there  is  other  than  temporary  impairment  in  the  market  value  of  an 
investment.  The  measurement  of  the  future  market  value  of  the  long  term  investments  is 
contingent  upon  future  events  In  the  financial  markets;  therefore,  the  preparation  of  these 
statements  requires  the  use  of  estimates,  which  may  vary  from  actual  results. 

The  Canadian  Institute  of  Chartered  Accountants  (CICA)  has  issued  new  accounting  standards  for 
Financial  Instruments.  These  standards  are  effective  for  MacEwan  beginning  July  1,  2007.  The 
principle  impacts  of  the  standards  are  as  follows: 

Financial  Instruments  can  be  classified  as  available  for  sale,  held  to  maturity,  trading  or  loans  and 
receivables.  Financial  liabilities  can  be  classified  as  trading  or  other.  All  MacEwan's  financial  assets 
and  liabilities  will  be  recorded  on  the  consolidated  statement  of  financial  position  at  fair  value.  All 
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financial  investments  will  be  classified  as  held  for  trading  and  will  be  accounted  for  at  fair  value 
with  realized  and  unrealized  gains  and  losses  reported  through  the  statement  of  revenue  and 
expense. 

The  prospective  change  to  fair  value  will  add  the  potential  for  greater  volatility  to  future  reporting 
period  as  changes  In  the  fair  value  of  loans,  debt  and  related  derivative  financial  instruments  will 
be  measured  and  recorded  in  the  financial  statements.  While  all  of  the  transitional  requirements  of 
adopting  the  requirements  of  Sections  3855,  3865  and  1530  have  not  been  assessed,  the  opening 
change  on  adopting  this  new  basis  of  accounting  will  be  an  increase  in  the  net  assets  of  MacEwan 
by  approximately  $ 775,518. 

(d)  Capital  Assets 

Capital  asset  acquisitions  are  recorded  at  cost,  except  donated  assets,  which  are  recorded  at  fair 
market  value,  when  a fair  value  can  be  reasonably  determined.  Land  and  art  collections  are  not 
amortized. 

Capital  assets  are  amortized  on  a straight-line  basis  over  the  following  average  useful  lives: 


Buildings  and  site  Improvements 
Furniture,  equipment  and  vehicles 
Library  materials 

Computers  and  telecommunications  equipment 
Equipment  under  capital  lease 


10  to  40  years 


10  years 
10  years 
5 years 


period  of  the  lease 


(e)  Revenue  Recognition 

The  financial  statements  record  the  following  items  as  revenue  - at  the  following  times: 

• Tuition  fees  - when  the  instruction  is  delivered. 

• Revenues  received  for  services  and  products  - when  the  services  or  products  are  provided. 

• Unrestricted  contributions  - when  received. 

• Unrestricted  investment  income  - when  earned. 

• Endowment  contributions  - when  received,  as  direct  increases  in  net  assets. 

• Restricted  non-capital  contributions  - recorded  as  deferred  contributions  when  received  and 
recognized  as  revenue  when  the  conditions  of  the  restriction  are  met. 

• Restricted  non-capital  Investment  income  - recorded  as  deferred  contributions  when  earned  and 
recognized  as  revenue  when  the  conditions  of  the  restriction  are  met. 

• Restricted  capital  contributions  (including  investment  income  on  the  contributions)  - recorded  as 
deferred  capital  contributions  when  received,  transferred  to  unamortized  deferred  capital 
contributions  when  expended,  and  amortized  to  revenue  over  the  useful  life  of  the  related 
assets. 

(f)  Pension  Obligation  and  Expense 

The  College  and  its  eligible  employees  participate  in  the  Local  Authorities  Pension  Plan,  which  is  a 
multi-employer  defined  benefit  plan.  The  College  records  an  expense  for  pension  benefits 
equivalent  to  the  annual  contributions  payable  during  the  year.  Accounting  treatment  for  multi- 
employer pension  plans  is  the  same  as  for  defined  contribution  plans  and,  therefore,  no  plan 
deficits  or  surplus'  are  recorded  in  the  College  accounts. 

(g)  Comparative  Figures 

Some  of  the  comparative  figures  have  been  reclassified  to  conform  to  the  current  year's 
presentation. 
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Note  3 Restatements 


During  the  year,  the  College  identified  the  following  errors  in  the  June  30,  2006  consolidated  financial 
statements 

(a)  The  amount  owing  to  the  College  from  the  Student  Association  of  $620,216  at  June  30,  2006 
($545,813  at  June  30,  2005)  was  not  recorded  in  the  College's  consolidated  financial  statements. 

(b)  The  amount  owing  to  Bell  Canada  under  a communications  agreement  to  provide  internet  services 
should  have  been  accrued  in  the  College's  consolidated  financial  statements  ($353,593  relating  to 
the  year  ended  June  30,  2006  and  $15,715  relating  to  the  year  ended  June  30,  2005). 

These  changes  have  been  recorded  retroactively  and  accordingly  the  comparative  financial  statements  of 
the  College  have  been  restated  as  at  June  30,  2007,  as  follows: 


2006 

As  previously 
reported 

2006 
Increase 
f decrease') 

2006 

As 

restated 

Consolidated  Statement  of  Financial  Position 

Accounts  receivable 

Accounts  payable  and  accrued  liabilities 

Net  assets  - unrestricted 

$ 2,676,166 
8,246,838 
6,457,283 

$ 620,216 
369,308 
250,908 

$ 3,296,382 
8,616,146 
6,708,191 

Consolidated  Statement  of  Revenue  and  Exoense 

Revenue  - Sales,  rentals  and  services 

Expense  - Supplies  and  services 

Excess  of  revenue  over  expense 

21,840,090 

28,869,823 

10,608,756 

74,403 

353,593 

(279,190) 

21,914,493 

29,223,416 

10,329,566 

Consolidated  Statement  of  Chanaes  in  Net  Assets 

Net  assets  at  beginning  of  year  - unrestricted 

Excess  of  revenue  over  expense 

Net  assets  at  end  of  year  - unrestricted 

14,335,866 

10,608,756 

6,457,283 

530,098 

(279,190) 

250,908 

14,865,964 

10,329,566 

6,708,191 

Consolidated  Statement  of  Cash  Flows 

Excess  of  revenue  over  expense 

Net  Changes  in  non-cash  working  capital 

Accounts  receivable 

Accounts  payable  and  accrued  liabilities 

10,608,756 

416,438 

4,664,270 

(279,190) 

74,403 

(353,593) 

10,329,566 

490,841 

4,310,677 

Note  4 Cash  and  Cash  Equivalents 

Cash  and  cash  equivalents  include  deposits  In  the  Consolidated  Cash  Investment  Trust  Fund  which  is 
managed  with  the  objective  of  providing  competitive  interest  income  to  the  depositors  while  maintaining 
maximum  security  and  liquidity  of  depositors'  capital.  The  portfolio  is  comprised  of  high-quality  short-term 
and  mid-term  fixed-income  securities  with  a maximum  term-to-maturity  of  three  years.  As  at  June  30, 
2007,  securities  held  by  the  Fund  have  an  average  effective  market  yield  of  4.28%  per  annum. 
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Note  5 Inventories 

Inventories  for  resale  are  valued  at  the  lower  of  cost  or  net  realizable  value,  with  cost  determined 
on  a moving  average  basis.  Inventories  held  for  consumption  are  valued  at  cost. 


2007  2006 


Bookstores 

$ 

1,795,467 

$ 

1,903,789 

Other  inventories 

$ 

100,807 

1,896,274 

$ 

71,396 

1,975,185 

Note  6 Investments 


2007 ^06 


Market  Value 

Cost 

Cost 

Pooled  Funds 

Common  stocks  and  equivalents 

$ 14,878,603 

$ 

13,360,149  $ 

13,551,040 

Fixed  income  securities 

15,220,609 

15,963,545 

13,780,033 

Cash  and  equivalents 

1,070,794 

1,070,794 

943,809 

Cash  surrender  value  of  planned  gifts  (life 

insurance  policies) 

666,282 

666,282 

637,448 

Other 

416.438 

416.438 

380.136 

i 32.252.726 

L. 

31.477.208  i 

29.292.466 

As  at  June  30,  2007,  the  average  annualized  effective  yields  and  the  terms  to  maturity  are  as  follows: 

• Cash  and  equivalents:  4.28%  (2006  - 3.20%);  term  to  maturity  average  133  days. 

• Fixed  Income  securities:  5.19%  (2006  - 1.53  %)  terms  to  maturity  average  7.32  years. 


Note  7 Capital  Assets 


2007 

2006 

Cost 

Accumulated 

Amortization 

Net  Book  Value  Net  Book  Value 

Land 

$ 

22,960,846  $ 

- $ 

22,960,846  $ 

22,960,846 

Buildings  and  site  improvements 

199,266,672 

(56,992,302) 

142,274,370 

148,472,288 

Furniture,  equipment  and  vehicles 

20,309,205 

(10,371,423) 

9,937,782 

10,304,867 

Library  materials 

9,639,527 

(5,503,993) 

4,135,534 

3,379,161 

Computers  and  telecommunications 
equipment 

20,411,087 

(13,333,560) 

7,077,527 

6,460,499 

Equipment  under  capital  lease 

1,166,141 

(402,307) 

763,834 

462,105 

Art  collection 

284,579 

- 

284,579 

284,579 

Projects  In  progress 

48.986.662 

- 

48.986.662 

12.731.282 

323.024.719  i 

f86.603.585J  $ 

236.421.134  i 

205.055.627 

86 


Note  8 Unearned  Revenue 


2007 ^06 


Contract  programs  & tuition  fees 

$ 

3,824,016 

$ 

2,966,605 

Program  deposits 

914,249 

819,241 

Ancillary  services 

586.057 

597.022 

L- 

5.324.322 

$ 

4.382.868 

Note  9 Deferred  Contributions 

Deferred  contributions  represent  unspent  externally  restricted  grants  and  donations.  Changes  in  the 
deferred  contributions  balances  are  as  follows: 


Capital 


Balance,  beginning  of  the  year 

$ 

11,457,865 

Grants  and  donations  received 

38,532,928 

Recognized  as  revenue 

- 

Transferred: 

• from  (to)  Investment  income 

- 

(Note  14) 

• from  (to)  endowments 

(10,736) 

• to  Unamortized  deferred  capital 

(37,747,525) 

contributions  (Note  10) 

Balance,  end  of  the  year 

$ 

12,232,532 

2007 

2006 

Program 
Delivery 
and  Other 

Total 

Total 

$ 9,622,884 

31,784,585 
(13,719,687) 

$ 21,080,749 
70,317,513 
(13,719,687) 

$ 6,008,933 
39,263,783 
(11,683,091) 

(335) 

(335) 

215,521 

(24,270) 

(35,006) 

(37,747,525) 

158,348 

(12,882,745) 

$ 27,663,177 

$ 39,895,709 

$ 21,080,749 

Note  10  Unamortized  Deferred  Capital  Contributions  (UDCC) 

UDCC  represents  the  unamortized  grants  and  donations  received  to  fund  capital  acquisitions.  The 
amortization  of  UDCC  Is  recorded  as  revenue  in  the  statement  of  operations.  The  changes  in  the  UDCC 
balance  is  as  follows: 


2007 2006 


Balance  at  beginning  of  year 

Transferred  from  deferred  capital  contributions  (Note  9) 
Less  amount  amortized  to  revenue 
Balance  at  end  of  year 


$ 100,305,587 

37,747,525 
r3.840.339^ 

$ 134.212.773 


90,941,211 

12,882,745 

r3.518.369^ 

100.305.587 
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Note  11  Long-term  Debt 


Interest  Amount  Outstanding 


Collateral 

Maturity  Date 

Rate  % 

2007 

2006 

Parkade  debenture 

Parkade  revenue 

April  2025 

6.25 

$ 

5,447,572 

$ 5,609,578 

Student  residence 

Student  residence 

June  2030 

5.85 

39,446,706 

40,245,732 

debenture 

revenue 

West  parkade  debenture 

Parkade  revenue 

Sept.  2030 

4.39 

5,794,154 

5,932,870 

50,688,432 

51,788,180 

Obligations  under  capital  leases 

735,908 

437,648 

51,424,340 

52,225,828 

Less  current  portion 

1,306,629 

1,239,743 

$ 

50.117.711 

$ 50.986.085 

The  principal  portion  of  long-term  debt  repayments  required  over  the  next  five  years  are  as  follows: 


2008 

2009 

2010 
2011 
2012 

Subsequent  years 


$ 1,306,629 

1,371,145 
1,451,110 
1,461,369 
1,520,894 
44,313,193 


$ 51,424,340 


Note  12  Endowments 


2007 2006 


Endowments  consist  of  funds  held  to  provide  scholarships  and 
support  College  programs: 

Externally  funded 
Internally  funded 

Net  encroachment  on  principal 


14,882,453 

2.285.662 

17,168,115 

r330.829) 


12,181,886 

1.341.516 

13,523,402 

r697.533^ 
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Note  13  Grants 


2007 2006 


Province  of  Alberta 

Base  operating  grant 

$ 

62,818,369 

$ 

56,454,603 

Earned  conditional  funding 

12.717.689 

7.709.167 

75,536,058 

64,163,770 

Other  earned  conditional  grant  funding 

91.744 

40.766 

$ 

75.627.802 

64.204.536 

Note  14  Investment  Income 

2007 

2006 

Gain  on  restricted  investments 

$ 

942,590 

$ 

669,481 

Gain  on  unrestricted  investments 

4.604.164 

2.628.981 

Total  Investment  income  for  the  year 

5,546,754 

3,298,462 

(Gain)  loss  to  restricted  endowments 

(366,704) 

76,696 

Transfer  from/(to): 

• deferred  contributions 

335 

822 

• endowments 

(13,995) 

(6,870) 

• deferred  capital  contributions 

- 

r215.52n 

Total  investment  income  recognized  as  revenue 

5.166.390 

1= 

3.153.589 

Note  15  Internally  Restricted  Net  Assets 

The  Board  has  committed  unrestricted  net  assets  as  follows: 


2007 

2006 

Operations 

Academic  program  development 

$ 1,180,775  $ 

2,720,501 

Degree  Implementation 

- 

4,966,593 

Residence  start  up 

1,000,000 

1,000,000 

Contingency 

1,000,000 

1,000,000 

Scholarships  and  bursaries 

808.356 

97.881 

3.989.131 

9.784.975 

Capital 

Robbins  Health  Learning  Centre 

- 

6,360,000 

Capital  renewals  and  space  enhancements 

28,195,431 

5,168,392 

Technology  projects 

2.931.669 

3.670.978 

31.127.100 

15.199.370 

Total  $ 35.116.231  $ 24.984.345 
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Note  16  Salary  & Benefits  Disclosure 


(a)  The  College  contributed  $4,727,622  (2006:  $4,089,997)  to  the  Local  Authorities'  Pension  Plan  on  behalf  of 
employees.  This  amount  has  been  recognized  as  a benefit  expense  in  the  College  accounts  in  the  year  the 
contributions  were  made. 


(b) 


2007 


2006 


Base  Salary 
(1) 

Other  Cash 
Benefits 
(2) 

Other  Non- 
cash Benefits 
(3) 

Total 

Total 

Chairman  of  the  Board 

$ 

$ 6,270 

$ 

$ 6,270 

$ 6,270 

Board  Members 

- 

29,835 

- 

29,835 

27,540 

President  (4) 

227,442 

1,301 

55,884 

284,627 

247,588 

Executive/Vice  Presidents: 

Vice  President,  Resources  (6) 

- 

- 

- 

- 

190,006 

Executive  Vice  President,  Academic  (5) 

191,779 

1,106 

55,267 

248,152 

216,113 

Vice  President,  Student  Services 

148,178 

1,509 

22,990 

172,677 

154,200 

Executive  Director,  Human  Resources 

132,088 

965 

31,046 

164,099 

154,221 

Executive  Director,  Strategic  Planning 

122,996 

1,559 

18,213 

142,768 

135,383 

VP,  Finance  & Corporate  Services  (5) 

171,392 

1,351 

37,570 

210,313 

181,982 

(1)  Base  salary  includes  pensionable  base  pay. 

(2)  Other  cash  benefits  includes  overtime,  lump  sum  payments,  honoraria  and  vacation  payouts. 

(3)  Employer's  share  of  all  employee  benefits  and  contributions  or  payments  made  on  behalf  of 
employees  including  pension,  health  care,  dental  coverage,  out-of-country  medical  benefits,  group  life 
insurance,  long  and  short-term  disability  plan,  professional  memberships  and  tuition.  Other  non-cash 
benefits  figure  also  includes  the  employer's  share  of  the  cost  of  additional  benefits  including  sabbaticals 
or  other  special  leave  with  pay,  financial  planning  services,  retirement  planning  services,  concessionary 
loans,  travel  allowances,  car  allowances,  and  club  memberships. 

(4)  The  College  provides  an  automobile,  the  value  of  which  Is  not  included  in  other  non-cash  benefit 
figures.  Other  non-cash  benefits  figure  Includes  the  employer  share  of  the  cost  of  the  Supplemental 
Executive  Retirement  Plan. 

(5)  Vice  President  receives  a car  allowance,  the  value  of  which  is  included  In  non-cash  benefit.  Other 
non-cash  benefits  figure  Includes  the  employer  share  of  the  cost  of  the  Supplemental  Executive 
Retirement  Plan. 

(6)  Functions  of  this  position  changed  at  the  beginning  of  the  year  and  this  position  is  no  longer  a 
member  of  the  Executive  Committee. 


(c)  Under  the  terms  of  the  Supplemental  Executive  Retirement  Plan  (SERP),  executive  officers  may  receive 
supplemental  retirement  payments.  Retirement  arrangement  costs  as  detailed  below  are  not  cash 
payments  in  the  period  but  are  period  expense  for  rights  to  future  compensation.  Costs  shown  reflect  the 
total  estimated  cost  to  provide  annual  pension  Income  over  an  actuarially  determined  post  employment 
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period.  The  SERP  provides  future  pension  benefits  to  participants  based  on  years  of  service  and  earnings. 
The  cost  of  these  benefits  is  actuarially  determined  using  the  projected  benefit  method  pro-rated  on 
services,  a market  interest  rate,  and  management's  best  estimate  of  expected  costs  and  the  period  of 
benefit  coverage.  Net  actuarial  gains  and  losses  of  the  benefit  obligations  are  amortized  over  the  average 
remaining  service  life  of  the  employee  group.  Current  service  cost  is  the  actuarial  present  value  of  the 
benefits  earned  in  the  current  year.  Prior  service  and  other  costs  include  amortization  of  past  service  costs 
on  plan  initiation,  amortization  or  actuarial  gains  and  losses,  and  interest  accruing  on  the  actuarial  liability. 

2007 2006 

Current  Prior  Service 

Service  Cost  and  Other  Total  Total 

Costs 

Executive 

President  $ 29,074  $ - $ 29,074  $ 27,144 

Executive  Vice  President  Academic  17,335  - 17,335  $ 

Vice  Presidents: 

Finance  & Corporate  Services  9,663  - 9,663 

Student  Services  6,010  - 6,010 


The  accrued  obligation  for  each  executive  under  the  SERP  is  outlined  in  the  following  table: 


Accrued 
Obligation 
June  30,  2006 

Changes  in 
accrued 
obligation 

Accrued 
obligation 
June  30,2007 

Executive 

President 

$ 38,953 

$ 29,074 

$ 68,027 

Executive  Vice  President  Academic 

- 

17,335 

17,335 

Vice  Presidents: 

Finance  & Corporate  Services 

- 

9,663 

9,663 

Student  Services 

- 

6,010 

6,010 
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Note  17  Related  Party  Transactions 

The  College  is  a Provincial  Corporation  as  all  of  the  members  of  the  Board  of  Governors  are  appointed 
either  by  the  Post  Secondary  Learning  Act  or  by  a combination  of  orders  by  the  Lieutenant  Governor  in 
Council  and  the  Minister  of  Advanced  Education  and  Technology. 

The  College  provided  courses  to  provincial  government  departments  and  participated  in  offering  certain 
courses  with  other  post-secondary  institutions.  The  revenues  and  expenses  incurred  for  these  courses 
have  been  included  in  the  consolidated  statement  of  revenue  and  expense  but  have  not  been  separately 
quantified.  These  transactions  were  entered  into  on  the  same  business  terms  as  with  non-related  parties 
and  are  recorded  at  these  fair  value  amounts.  Transactions  with  the  Province  of  Alberta  are  disclosed  in 
Note  13  to  these  financial  statements. 

The  College  had  unspent  funds  as  follows  which  were  received  from  the  Province  of  Alberta  for  capital  and 
non-capital  projects.  These  amounts  are  classified  as  deferred  contributions  and  are  required  to  be  spent 
on  capital  and  non-capital  projects  as  agreed  upon  between  the  College  and  the  Province. 

2007 2006 

Unspent  Funds  $ 36,837,422  $ 19.479.763 


Note  18  Budget 


The  Board  of  Governors  approved  the  following  budget  relating  to  the  College's  operating  revenue  and 
expenses  for  the  fiscal  period  ending  June  30,  2007: 


Revenue 

Grants 

Tuition  and  related  fees 
Contract  Programs 
Sales,  rentals  and  services 
Amortization  of  deferred  capital  contributions 
Donations 
Investment  income 
Total  Revenue 


$ 76,697,643 

50,800,423 
3,921,159 
24,665,472 

3.942.000 
3,131,753 

2.503.000 

$ 165.661.450 


Expense 

Salaries  and  benefits 
Supplies  and  services 
Amortization  of  capital  assets 
Cost  of  goods  sold 
Utilities 

Scholarships  and  bursaries 
Interest  on  long  term  debt 
Total  Expense 


$ 100,975,423 

36,275,285 
9,987,833 
9,479,002 
4,466,096 
1,521,000 
2.956.811 

165.661.450 


Excess  of  Revenue  over  Expense 
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Note  19  Contractual  Obligations 


The  College  is  committed  to  several  operating  lease  contracts.  The  minimum  operating  lease  payments 
required  for  the  next  five  years  are  as  follows: 


2008 

$ 

835,830 

2009 

435,461 

2010 

337,420 

2011 

2,577 

2012 

- 

Total 

L- 

1.611.288 

The  Board  of  Governors  of  the  College  has  approved  a capital  project  to  design  and  build  the  Robbins 
Health  Learning  Centre.  The  amount  approved  was  $60,000,000.  At  June  30,  2007,  approximately 
$10,929,208  of  expenditures  are  yet  to  be  incurred. 


Note  20  Contingent  Liabilities 

The  College  is  a defendant  in  a number  of  legal  proceedings.  Claims  against  the  College  in  these 
proceedings  have  not  been  reflected  in  these  financial  statements.  While  the  ultimate  outcome  and  liability 
of  these  proceedings  cannot  be  reasonably  estimated  at  this  time,  the  College  believes  that  any  settlement 
will  not  have  a material  adverse  effect  on  the  financial  position  or  the  results  of  operations  of  the  College. 


Note  21  Approval  of  Financial  Statements 

These  financial  statements  were  approved  by  the  Board  of  Governors  on  October  1,  2007. 
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AUDITOR 

GENERAL 

Alberta 


Auditor’s  Report 


To  the  Board  of  Governors  of  Keyano  College 

I have  audited  the  statement  of  financial  position  of  Keyano  College  (the  College)  as  at 
June  30,  2007  and  the  statements  of  revenue  and  expense  and  changes  in  net  assets  and  cash 
flows  for  the  year  then  ended.  These  financial  statements  are  the  responsibility  of  the  College's 
management.  My  responsibility  is  to  express  an  opinion  on  these  financial  statements  based  on 
my  audit. 

I conducted  my  audit  in  accordance  with  Canadian  generally  accepted  auditing  standards.  Those 
standards  require  that  I plan  and  perform  an  audit  to  obtain  reasonable  assurance  whether  the 
financial  statements  are  free  of  material  misstatement.  An  audit  includes  examining,  on  a test 
basis,  evidence  supporting  the  amounts  and  disclosures  in  the  financial  statements.  An  audit  also 
includes  assessing  the  accounting  principles  used  and  significant  estimates  made  by 
management,  as  well  as  evaluating  the  overall  financial  statement  presentation. 

In  my  opinion,  these  financial  statements  present  fairly,  in  all  material  respects,  the  financial 
position  of  the  College  as  at  June  30,  2007  and  the  results  of  its  operations  and  its  cash  flows  for 
the  year  then  ended  in  accordance  with  Canadian  generally  accepted  accounting  principles. 


Edmonton,  Alberta 
September  7,  2007 


’4/1/1^  FCA 
Auditor  General 
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KEYANQ  COLLEGE 
STATEMENT  OF  FINANCIAL  POSITION 

AS  AT  JUNE  30, 2007 


ASSETS 

2007 

2006 

Current: 

Cash  (Note  3) 

$ 

9,865,477 

$ 

11,442,280 

Short-term  investments  (Note  4) 

6,382,660 

5,845,317 

Accounts  receivable 

3,605,287 

2,723,790 

Inventories  (Note  5) 

257,405 

223,558 

Prepaid  expenses 

228,457 

230,985 

20,339,286 

20,465,930 

Long-term  mvestments  (Note  4) 

8,966,873 

8,360,854 

Long-term  accounts  receivable  (Note  6) 

80,620 

80,620 

Tangible  capital  assets  (Note  7) 

90,206,191 

67,120,034 

$ 

119,592,970 

$ 

96,027,438 

LIABILITIES  AND  NET  ASSETS 

Current: 

Accounts  payable  and  accrued  liabilities 

$ 

5,130,315 

$ 

5,262,722 

Accrual,  vacation  pay 

1,958,998 

1,731,014 

Unearned  revalue  (Note  8) 

1,491,898 

872,046 

Long-tmn  debt  due  within  one  year  (Note  1 1) 

327,081 

309,139 

Defeired  contributions  (Note  9) 

3,241,800 

2,711,397 

12,150,092 

10,886,318 

Long-term: 

Long-term  debt  (Note  11) 

5,874,281 

5,740,718 

Deferred  contribution  for  capital  purposes  (Note  10) 

7,969,717 

9,478,463 

Unamortized  deferred  capital  contributions  (Note  12) 

60,095,174 

37,378,436 

73,939,172 

52,597,617 

Net  assets: 

Endowments  (Note  13) 

1,971,593 

1,426,191 

Investment  in  tangible  capital  assets  (Note  14) 

23,909,655 

23,691,741 

Unrestricted  net  assets 

7,622,458 

7,425,571 

33,503,706 

32,543,503 

$ 119,592,970  $ 

96,027,438 

The  accompanying  notes  are  part  of  tiiese  financial  statements. 
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KEYANO  COLLEGE 

STATEMENT  OF  REVENUE  AND  EXPENSE 

FOR  THE  YEAR  ENDED  JUNE  30.  2007 


2007 

2007 

2006 

Budget 

Actual 

Actual 

(Note  15) 

Revenue: 

Grants  (Note  23) 

$ 29,605,572 

$ 29,871,665 

$ 25,569,966 

Sales,  rentals  and  services 

5,482,785 

5,678,689 

5,286,571 

Tuition 

7,137,686 

7,442,233 

6,745,358 

Education  contracts 

1,474,141 

1,023,633 

686,715 

Investment  income  (Note  4) 

278,500 

839,594 

515,981 

Donations 

903,177 

980,746 

906,620 

Amortization  of  deferred  capital 

1,952,863 

1,994,321 

1,931,794 

contributions  (Note  12) 

46,834,724 

47,830,881 

41,643,005 

Expense: 

Salaries  and  benefits 

30,918,130 

31,284,242 

24,836,716 

Supplies  and  services 

8,821,352 

8,810,748 

7,587,302 

Scholarships  and  awards 

501,931 

461,528 

479,340 

Utilities 

1,778,125 

1,557,369 

1,516,352 

Cost  of  goods  sold 

574,715 

752,035 

714,635 

Amortization 

3,361,988 

3,601,374 

3,356,951 

Interest  on  long-term  debt 

385,248 

375,890 

382,836 

Loss  on  disposal  of  tangible  capital  assets 

- 

103,629 

23,211 

Transfer  to  Keyano  Foundation  (Note  23) 

493,235 

469,265 

465,136 

46,834,724 

47,416,080 

39,362,479 

Excess  of  revenue  over  expense 

$ 

$ 414,801 

$ 2,280,526 

The  accompanying  notes  are  part  of  these  financial  statements. 
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KEYANQ  COLLEGE 

STATEMENT  OF  CHANGES  IN  NET  ASSETS 
FOR  THE  YEAR  ENDED  JUNE  30. 2007 
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The  accompanying  notes  are  part  of  these  financial  statements. 


KEYANO  COLLEGE 
STATEMENT  OF  CASH  FLOWS 


FOR  THE  YEAR  ENDED  JUNE  30.  2007 

2007 

2006 

Cash  provided  from  operating  activities: 

Excess  of  revenue  over  expense  $ 

Non-cash  transactions: 

Amortization  of  tangible  capital  assets 

Amortization  of  deferred  capital  contributions 

Loss  on  disposal  of  tangible  capital  assets 

414,801 

3,601,374 

(1,994,321) 

103,629 

$ 2,280,526 

3,356,951 

(1,931,794) 

23,211 

2,125,483 

3,728,894 

Changes  in  non-cash  working  capital  (Note  19) 

(204,326) 

(306,307) 

Cash  generated  from  operating  activities 

1,921,157 

3,422,587 

Cash  provided  from  (used  in)  investing  activities: 

Purchases  of  tangible  capital  assets: 

Internally  funded 

Externally  funded  through  contributions  and  debt 

Proceeds  on  disposals  of  tangible  capital  assets 

Purchase  of  long  term  investments  - net 

(1,567,382) 

(25,226,003) 

2,224 

(606,019) 

(1,463,277) 

(7,916,588) 

47,535 

(173,731) 

Cash  used  in  investing  activities 

(27,397,180) 

(9,506,061) 

Cash  provided  from  (used  in)fmancing  activities: 

Capital  contributions  received 

Endowment  contributions 

Long-term  debt  repayment  - net 

23,202,313 

545,403 

151,504 

16,213,646 

173,667 

(263,253) 

Cash  generated  from  financing  activities 

23,899,220 

16,124,060 

Increase  (decrease)  in  cash 

(1,576,803) 

10,040,586 

Cash  at  beginning  of  year 

11,442,280 

1,401,694 

Cash  at  end  of  year  $ 

9,865,477 

$ 11,442,280 

The  accompanying  notes  are  part  of  these  financial  statements. 
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KEYANO  COLLEGE 

NOTES  TO  THE  FINANCIAL  STATEMENTS 

JUNE  30, 2007 

Note  1 Authority  and  Purpose 

Keyano  College  operates  under  the  authority  of  the  Post-secondary  Learning  Act, 
Statutes  of  Alberta  2003,  Chapter  P-19.5.  The  College  is  a comprehensive  community 
college  serving  primarily  the  north-eastern  region  of  Alberta.  The  College  is  exempt 
from  payment  of  income  tax  under  Section  149  of  the  Income  Tax  Act. 

Note  2 Summaries  of  Significant  Accounting  Policies  and  Reporting  Practices 

(a)  General  and  Use  of  Estimates 

The  financial  statements  of  the  College  have  been  prepared  in  accordance  with 
Canadian  generally  accepted  accounting  principles.  The  measurement  of  certain 
assets  and  liabilities  is  contingent  upon  future  events;  therefore,  the  preparation  of 
these  financial  statements  requires  the  use  of  estimates,  which  may  vary  from 
actual  results. 

(b)  Revenue  Recognition 

Operating  grants  are  recognized  as  revenue  in  the  period  when  receivable. 
Operating  grants  received  for  a future  period  are  deferred  until  that  future  period 
and  are  reflected  as  deferred  contributions. 

Amounts  received  for  tuition  fees  and  sales  of  goods  and  services  are  recognized 
as  revenue  at  the  time  the  goods  are  delivered  or  the  services  are  provided. 

Externally  restricted  non-capital  contributions  are  deferred  and  recognized  as 
revenue  in  the  period  in  which  the  related  expenses  are  incurred.  Externally 
restricted  amounts  can  only  be  used  for  purposes  designated  by  the  contributors. 
Any  externally  restricted  contributions  containing  stipulations  that  the  amounts 
should  be  retained  as  net  assets  or  that  the  contributions  should  not  be  expended 
are  recorded  as  direct  increases  in  net  assets.  Such  stipulations  would  include 
contributions  made  for  endowment  purposes  or  to  be  used  to  acquire  non- 
amortizable  property.  Investment  income  earned  on  external  endowments  is 
recorded  as  a direct  increase  in  net  assets  where  the  donor  has  stipulated  that  the 
economic  value  of  endowments  must  be  protected. 

Externally  restricted  capital  contributions  are  recorded  as  deferred  contributions 
until  the  amount  is  invested  to  acquire  tangible  capital  assets.  Amounts  invested 
representing  externally  funded  tangible  capital  assets  are  then  transferred  to 
unamortized  deferred  capital  contributions.  Unamortized  deferred  capital 
contributions  are  recognized  as  revenue  in  the  periods  in  which  the  related 
amortization  expense  of  the  funded  tangible  capital  asset  is  recorded. 
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Note  2 Summary  of  Significant  Accounting  Policies  and  Reporting  Practices  (continued) 

(b)  Revenue  Recognition  (continued) 

Contributions  of  materials  and  services  that  would  otherwise  have  been  purchased 
are  recorded  at  fair  value  when  a fair  value  can  be  reasonably  determined. 

(c)  Inventories 

Inventories  held  for  resale  are  valued  at  the  lower  of  cost  and  net  realizable  value. 
Inventories  held  for  consumption  are  valued  at  the  lower  of  cost  and  replacement 
value. 

(d)  Investments 

Short-term  investments  are  recorded  at  the  lower  of  cost  and  market  value. 

Long-term  investments  are  recorded  at  cost.  Gains  or  losses  on  long-term 
investments  are  recognized  at  liquidation  value  when  the  impairment  in  the  value 
of  an  investment  is  other  than  temporary. 

(e)  Tangible  Capital  Assets 

Tangible  capital  asset  acquisitions  are  recorded  at  cost  except  for  donated  assets, 
which  are  recorded  at  fair  market  value  at  the  time  of  receipt.  Tangible  capital 
assets  are  amortized  on  a straight-line  basis  over  the  following  estimated  average 
useful  lives: 


Years 

Land  improvements  40 

Buildings  and  renovations  1 5-40 

Furnishings  and  equipment  1 0-25 

Automotive  and  heavy  equipment  5-25 

Library  materials  1 0 

Audio-visual  equipment  10 

Computer  hardware  and  software  5-10 


(f)  Employee  Future  Benefits 

The  College  participates  in  the  Local  Authorities  Pension  Plan.  This  pension  plan 
is  a multi-employer  defined  benefit  pension  plan  that  provides  pensions  for  the 
College’s  participating  employees,  based  on  years  of  service  and  earnings. 

Pension  costs  included  in  these  financial  statements  comprise  the  amount  of 
employer  contributions  required  for  its  employees  during  the  year,  based  on  rates 
that  are  expected  to  provide  for  benefits  payable  under  the  pension  plan.  The 
College  does  not  record  the  College’s  portion  of  the  pension  plan’s  deficit. 
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Note  2 


Summary  of  Significant  Accounting  Policies  and  Reporting  Practices  (continued) 


(g)  Expenses 

Instruction  encompasses  all  formal  educational  and  instructional  program 
elements.  Institutional  support  includes  all  activities  that  provide  institution-wide 
support  to  other  programs.  Academic  support  includes  all  activities  that  directly 
support  tile  educational  and  instmctional  elements  such  as  academic 
administration,  libraiy  and  audio-visual  services.  Student  services  include  all 
activities  or  services  to  the  student  body  of  the  institution  including  scholarships 
and  bursaries. 

(h)  Translation  of  Foreign  Currencies 

Monetary  assets  are  translated  into  Canadian  dollars  at  the  rate  of  exchange  at 
Statement  of  Financial  Position  date.  Non-monetary  items  are  translated  at 
historical  exchange  rates.  Revenue  and  expense  items  are  translated  at  the  rate  of 
exchange  in  effect  on  tiie  dates  they  occur. 


Note  3 Cash 

At  June  30,  2007,  the  College  had  an  available  line  of  credit  totaling  $1,000,000,  none 
of  which  was  drawn,  which  bears  interest  at  Royal  Bank  prime  plus  0.25%. 

Note  4 Investments 


2007  2006 


Short-tenn 

Long-term 

Total 

Market 

Total 

Investments 

Investments 

Cost 

Value 

Cost 

Money  market  investments 
Bonds 

Equities 

$ 4,872,050  $ 

1,510,610 

$ 

5,208,797 

3,758,076 

4,872,050  $ 

6,719,407 

3,758,076 

4,872,050 

6,556,045 

4,693,864 

$ 4,678,487 

5,865,829 
3,661,855 

$ 6,382,660  $ 

8,966,873  $ 

15,349,533  $ 

16,121,959 

$ 14,206,171 

As  at  June  30,  2007,  $1,971,594  (2006  - $1,426,191)  is  restricted  for  endowment 
purposes. 
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Note  4 Investments  (continued) 


The  Board  of  Governors  has  approved  investment  policies  covering  both  short  and 

long-term  investments  of  the  College  and  the  Sports  and  Wellness  Centre. 

The  investment  policy  is  as  follows; 

a)  Quality  constraint  of  “R1  or  Al”  or  better  for  money  market  securities. 

b)  All  corporate  and  provincial  bonds  will  be  rated  “A”  or  higher,  with  the 
exception  of  the  portfolio  manager  having  discretion  to  purchase  “BBB”  rated 
securities  up  to  a maximum  of  15%  of  the  market  value  of  the  fixed  income 
component. 

c)  No  more  than  10%  of  the  fund  will  be  invested  in  any  one  issuer,  other  than 
investments  guaranteed  by  the  Government  of  Canada  or  any  province. 

d)  No  more  than  5%  of  the  portfolio  will  be  invested  in  any  one  corporate  bond 
issue. 

e)  The  fixed  income  category  of  the  portfolio  shall  be  a minimum  of  40%  and  a 
maximum  of  60%  of  the  portfolio. 

f)  The  equity  category  of  the  portfolio  shall  be  a minimum  of  40%  and  a maximum 
of  50%  of  the  portfolio. 

g)  No  more  than  a maximum  of  10%  of  the  equity  component,  at  market,  will  be 
invested  in  any  one  equity  issue. 

Investment  policy  for  the  Sports  and  Wellness  Centre  is  as  follows: 

Given  the  short-term  nature  of  the  account,  the  portfolio  will  be  invested  in  money 

market  securities  and  short-term  bonds. 

a)  Money  market  category  of  the  portfolio  shall  be  a minimum  of  50%  and  a 
maximum  of  100%  of  the  portfolio. 

b)  Short-term  bonds  shall  be  a maximum  of  30%  of  the  portfolio. 

c)  The  Money  Market  Fund  will  invest  in  money  market  securities  that  are  rated 
“R-1  mid”  or  better,  as  rated  by  the  Dominion  Bond  Rating  Service  or  Standard 
and  Poor’s  Rating  Service,  with  a 10%  provision  for  “R-1  low”  rated  paper.  The 
Fund’s  short-term  bond  holdings  will  include  investment  grade  issues  with  at  least 
an  “A”  rating  from  one  of  the  major  rating  agencies. 

d)  The  Short-term  Bond  Fund  will  invest  in  investment  grade  bonds  and  “R-1”  rated 
money  market  instruments,  as  rated  by  the  Dominion  Bond  Rating  Service  or  “A- 
1”  by  Standard  & Poor’s  Rating  Service.  However,  the  fund  will  have  a maximum 
exposure  of  20%  in  “BBB”  rated  bonds  or  “R-1  low”  rated  paper. 

The  portion  of  the  investments  related  to  the  Sports  and  Wellness  Centre  totaled 

$6,046,283  at  June  30,  2007. 
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Note  4 


Investments  (continued) 


The  effective  yield  for  the  portfolio  on  the  bond  investment  is  4.90  % (2006  - 4.90%). 
The  bond  investments  mature  as  follows: 


Note  5 


1-5  years  6-10  years 

Over  10  years 

Total 

Bonds  $ 3,008,702  $ 2,397,947 

$ 1,149,396 

$ 6,556,045 

Investment  Income 

2007 

2006 

Interest  earned  on  investments 

Interest  earned  on  operating  funds 

$ 604,335 

379,432 

$ 448,149 

158,197 

Total  interest  earned 

Transferred  to  deferred  contributions  (Note  9) 
Transferred  to  funds  held  on  behalf  of  others 

983,767 

(129,731) 

(14,442) 

606,346 

(88,810) 

(1,555) 

$ 839,594 

$ 515,981 

Inventories 

2007 

2006 

Bookstore 

Maintenance  supplies 

$ 220,447 

36,958 

$ 186,941 

36,617 

$ 257,405  $ 223,558 


Note  6 Long-term  Accounts  Receivable 

The  College  entered  into  an  agreement  to  allow  corporations  to  rent  certain  student 
residences  for  a period  of  five  years.  The  long-term  account  receivable  is  GST  that  is 
recoverable  from  the  Federal  Government  once  these  residences  revert  to  College 
student  use. 
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Note  7 


Tangible  Capital  Assets 

Tangible  capital  assets  are  summarized  as  follows: 


Cost  and 
Appraised 
Value 


Land 

$ 12,779,392 

Land  improvements 

463,183 

Buildings  and  renovations 

102,864,495 

Furnishings  and  equipment 

11,557,404 

Automotive  and  heavy  equipment 

6,476,759 

Library  materials 

2,101,082 

Audio-visual  equipment 

1,150,630 

Computer  hardware  and  software 

7,192,584 

$ 144,585,529 

" , -■  . 8B 


2007  2006 


Accumulated 

Amortization 

Net 

Book 

Value 

Net 

Book 

Value 

$ 

$ 12,779,392 

$ 12,779,392 

69,477 

393,706 

405,285 

37,934,447 

64,930,048 

43,517,482 

5,568,043 

5,989,361 

4,962,187 

4,594,389 

1,882,370 

2,014,190 

1,859,005 

242,077 

247,250 

649,936 

500,694 

517,588 

3,704,041 

3,488,543 

2,676,660 

$ 54,379,338 

$ 90,206,191 

$ 67,120,034 

The  Province  of  Alberta  has  been  granted  an  option  to  purchase  the  whole  or  any  part  of 
the  land,  buildings  and  improvements  transferred  to  the  College  in  1984,  at  a value  of 
$47,534,300,  for  the  nominal  amount  of  $1  per  purchase. 

Note  8 Unearned  Revenue 


Tuition  fees 
Contract  programs 


2007 


$ 763,392 

728,506 


$ 1,491,898 


2006 


$ 327,524 
544,522 


$ 872,046 
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Note  9 Deferred  Contributions 


Deferred  contributions  represent  unspent  amounts  externally  restricted  for  non-capital 
purposes. 


Contributions: 

Grants 

Donations 

Investment  income  (Note  4) 

Transferred  to  revenue: 

Grants 

Donations  and  investment  income 

Transferred  to  deferred  contributions  for 
capital  purposes  (Note  10) 
Transferred  to  UDCC  ( Note  12) 
Transferred  to  endowments 


Increase  during  the  year 
Balance  at  beginning  of  year 
Balance  at  end  of  year 

The  balance  consists  of  funds  restricted  for: 
Scholarships  and  bursaries 
New  program  start-up  funds 
Deferred  contributions  for  maintenance 


2007 

2006 

$ 25,255,327 

567,847 
129,732 

$ 19,032,774 

422,060 
88,810 

25,952,906  19,543,644 


(3,632,513) 

(3,629,361) 

(312,560) 

(299,106) 

(3,945,073) 

(3,928,467) 

3,128,487 

(8,774,708) 

(24,060,514) 

(5,392,536) 

(545,403) 

(173,667) 

(21,477,430) 

(14,340,911) 

530,403 

1,274,266 

2,711,397 

1,437,131 

$ 3,241,800 

$ 2,711,397 

$ 

720,436 

$ 

480,821 

1,616,261 

1,014,393 

905,103 

1,216,183 

$ 

3,241,800 

$ 

2,711,397 
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Note  1 0 Deferred  Contributions  for  Capital  Purposes 


2007  2006 


Transfer 

Grants  (Note  9) 

$ (3,128,487)  $ 

8,774,708 

Donations 

2,270,285 

2,046,401 

(858,202) 

10,821,109 

Transferred  to  unamortized  deferred 
capital  contributions  (Note  12) 

(650,544) 

(2,479,067) 

Increase  (decrease)  during  the  year 

(1,508,746) 

8,342,042 

Balance,  beginning  of  year 

9,478,463 

1,136,421 

Balance,  end  of  year 

$ 7,969,717  $ 

9,478,463 
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Note  1 1 Long-term  Debt 


2007 


2006 


y^berta  Coital  Finance  Authority 
Detoituie,  interest  at  6.5%  per  annum  Repayment  of  25 
consecutive  annual  installments  of  $450,898,  principal  and 
intaest  combined,  secured  by  tangible  capital  assets  with  a 

net  book  value  of  $5, 183,405.  $ 4,840,261  $ 4,968,224 

Maturity  June  2026 

Obligations  undo-  Capital  Lease 

Intaest  at  varying  rates  of  6.3%  to  12.7%.  Payments  of 

$1 13,097  annually  principal  and  interest  combined. 

Maturity  from  July  2010  to  Noveniier  201 1 470,438  139,608 

Ford  Credit 

friteaest  at  0%,  repayment  of  $634,  $551  and  $551  per 
mondi  respectively  secured  by  related  asset  with  a net  book 

value  of  $66,203  58,407  24,128 

Maturity  August  2009  to  August  2010 

Albata  C^tal  Finance  Authority 
DeboTtiHe,  interest  at  4.26%  per  annum  Repayment  of  20 
consecutive  seni-annual  installmaTts  of  $61,939,  principal 
and  interest  corhbined,  secured  by  tangible  coital  assets 
with  a net  bode  value  of  $1,132,922. 


MatiHity  ^teh  2015 

$ 

832,256 

$ 

917,897 

6,201,362 

6,049,857 

Qirrait  portion 

327,081 

309,139 

$ 

5,874,281 

$ 

5,740,718 

Repayment  of  principal  in  each  of  the  next  five  fiscal  years  will  be  as  follows: 


2008 

$ 

327,081 

2009 

348,731 

2010 

365,849 

2011 

378,958 

2012 

371,014 
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Note  11 


Long-term  Debt  (continued) 


All  acquired  intangibles,  accounts,  monies,  accounts  receivable,  instruments,  claims 
or  rights,  choices  in  action  and  insurance  proceeds  derived  directly  or  indirectly  from 
the  operations  of  the  student  residence  have  been  pledged  as  security  on  the  Alberta 
Capital  Finance  Authority  debenture. 

Long-term  debt  is  subject  to  certain  covenants  with  respect  to  loan  payments,  property 
tax  payments,  and  certain  contract  restrictions.  As  at  June  30,  2007,  the  College  is  in 
compliance  with  all  such  covenants.  It  is  management’s  opinion  that  the  College  is 
likely  to  remain  in  compliance  with  all  long-term  debt  covenants  throughout  the  next 
12  months  subsequent  to  June  30,  2007. 

Note  12  Unamortized  Deferred  Capital  Contributions 

Unamortized  deferred  capital  contributions  represent  the  external  funding  of  tangible 


capital  assets  which  will  be  recognized  as  revenue  in  future  periods. 

2007 

2006 

Balance  at  beginning  of  year 

Add  amount  transferred 

$ 37,378,436 

$ 

31,438,627 

Deferred  contribution  (Note  9) 

24,060,514 

5,392,536 

Deferred  contribution  for  capital  purpose  (Note  1( 

650,544 

2,479,067 

Less  amount  amortized  to  revenue 

(1,994,321) 

(1,931,794) 

Balance  at  end  of  year 

$ 60,095,174 

$ 

37,378,436 

Note  13  Endowments 

Endowments  are  comprised  of  externally  restricted  amounts  that  are  required  to  be 
maintained  intact. 
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Note  14  Investments  in  Tangible  Capital  Assets 


2007 

2006 

Tangible  capital  assets 

$ 

90,206,191 

$ 67,120,034 

Less  Debt 

(6,201,362) 

(6,049,857) 

Unamortized  deferred 

capital  contributions  (note  12) 

(60,095,174) 

(37,378,436) 

Balance  at  end  of  year 

$ 

23,909,655 

$ 23,691,741 

Note  15  Budget 

The  budget  was  approved  by  the  Board  of  Governors  on  April  26,  2006. 

Note  16  Funds  Held  on  Behalf  of  Others 

As  of  June  30,  2007,  the  College  had  $513,390  (2006  - $472,138)  in  funds  held  in 
trust  for  other  parties.  These  amounts  are  not  included  in  these  financial  statements. 
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Note  17  Ancillary  Operations 

The  College’s  ancillary  operations  revenue  included  in  sales,  rentals  and  services  and 
ancillary  operations  direct  expense  are  summarized  as  follows: 

2007  2006 


Revenue: 

Student  residence 

Food  services  facility  rental  contract 

Bookstore 

Theatre 

Parking 


Expense: 

Student  residence 

Food  services  facility  rental  contract 

Bookstore 

Theatre 

Parking 


$ 

2,162,555 

$ 

1,980,374 

20,157 

42,872 

761,753 

840,596 

928,364 

999,717 

219,628 

234,665 

$ 

4,092,457 

$ 

4,098,224 

$ 

1,677,439 

$ 

1,741,993 

601 

20,560 

757,243 

819,935 

1,408,044 

1,258,851 

42,873 

209,563 

$ 

3,886,200 

$ 

4,050,902 
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Note  1 8 Salaries  and  Benefits 


2007 


2006 


Other  cash  Other  non- 


Salary 
(Note  1) 

benefits 
(Note  2) 

cash  benefits 
(Note  3) 

Total 

Total 

Board  Chaiman 

s 

$ 

$ 4,559 

Board  members  - 9 

22,672 

22,672 

23,052 

President 

130,000 

31,269 

161,269 

154,152 

Vice  President  - Mstiuction 

129,705 

31,921 

161,626 

141,428 

Vice  President  - Finance  aiid  Adnunistration 

129,705 

56,671 

186,376 

153,296 

Dean,  Academics 

106,598 

26,201 

132,799 

112,799 

Dkih,  cue 

106,598 

26,201 

132,799 

112,799 

Dean,  Trades 

106,270 

23,989 

130,258 

112,799 

Notes: 

1 . Salary  includes  pensionable  regular  base  pay. 

2.  Other  cash  benefits  include  honoraria. 

3.  Employer  share  of  all  employee  benefits  and  contributions  or  payments  made  on  behalf  of 
employees  including  pension,  automobile  allowances,  health  c^re,  dental,  vision,  and  ^oup 
life  insurance,  accidental  death  dismonberment  insurance,  living  allowance  and  other 
allowances. 

Note  1 9 Changes  in  Non-Cash  Working  Capital 


2007  2006 


Short-term  investments 
Accounts  receivable 
Inventories 
Prepaid  expenses 

Accounts  payable  and  accrued  liabilities 
Accrued  vacation  pay 
Unearned  revenue 
Deferred  contributions 


(537,343)  $ 

(4,951,494) 

(881,496) 

(805,303) 

(33,847) 

(84,009) 

2,527 

(20,119) 

(132,407) 

4,038,244 

227,984 

74,339 

619,852 

167,769 

530,403 

1,274,266 

$ (204,326)  $ (306,307) 
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Note  20 


Commitments  and  Contractual  Obligations 


As  at  June  30,  2007  the  College  has  contractual  commitments  of  $3,378,364  relating  to 
the  Syncrude  Sports  and  Wellness  centre  project. 

Note  21  Pension  Costs 

The  pension  expense  recorded  in  these  financial  statements  is  equivalent  to  the 
College’s  annual  contributions  payable  of  $1,707,134  for  the  year  ended  June  30, 
2007  (2006  - $1,469,552).  At  December  31,  2006,  the  Local  Authorities  Pension  Plan 
reported  a deficit  of  $746,651,000  (2005  - deficit  of  $863,558,000).  January  1,  2006, 
the  employers’  contribution  rates  were  increased  further  by  .77%. 

Note  22  Financial  Instruments 

The  College  as  part  of  its  operations  carries  a number  of  financial  instruments.  It  is 
management’s  opinion  that  the  College  is  not  exposed  to  significant  interest,  currency  or 
credit  risks  arising  from  these  financial  instmments  except  as  otherwise  disclosed.  The 
carrying  amounts  of  accounts  receivable,  accounts  payable,  accrued  liabilities,  vacation 
pay,  and  current  portion  of  long-term  debt  approximate  their  fair  value  due  to  the  short- 
term maturities  and  market  interest  rates  of  these  items. 

The  fair  values  of  the  College’s  investments  are  based  on  cash  surrender  value,  and 
described  in  Note  4. 

The  carrying  value  of  the  College’s  long-term  debt  approximates  its  fair  value,  as  there 
have  been  no  significant  changes  in  lending  rates  or  other  conditions. 
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Note  23  Related  Party  Transactions 


(a)  Related  Party  Transactions  - Keyano  College  Foundation  (“the  Foundation”) 

The  Keyano  College  Foundation  is  a registered  charitable  organization,  and 
receives  donations  from  various  sources  for  the  advancement  of  Keyano  College. 

The  Foundation  financial  statements  (which  are  prepared  using  the  Restricted 
Fund  method  of  revenue  recognition)  are  not  consolidated  in  the  College’s 
fmancial  statements.  The  financial  summaries  of  the  unconsolidated  entity  as  at 
June  30,  2007  and  2006  are  as  follows: 


2007 

2006 

Fmancial  Position 

Total  assets 

$ 2,747,416 

$ 3,280,866 

Total  liabilities 

$ 47,694 

$ 35,229 

Net  assets 

$ 2,699,722 

$ 3,245,637 

All  of  the  Foundation’s  net  assets  must  be  provided  to  the  College  or  used  for  the 
College’s  benefit.  As  at  June  30,  2007,  $2,284,035  (2006  - $2,898,442)  of  the 
Foundation’s  net  assets  are  restricted  for  College  programs. 


2007 

2006 

Results  of  Operations 

Revenue  $ 

Expenses 

3,605,895 

4,151,810 

$ 2,373,364 
2,849,163 

Excess  of  revenue  over  expenses  . $ 

(545,915) 

$ (475,799) 

Total  expenses  include  contributions  of  $3,343,907  (2006  - 
College. 

$2,051,746)  to  the 

Cash  Flows 

2007 

2006 

Cash  from  operations  and  increase  (decrease)  in 
cash  $ 

22,542 

$ (46,584) 
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Note  23  Related  Party  Transactions  (continued) 

Total  revenue  includes  contributions  from  the  College  of  $469,265  (2006  - 
$465,136)  toward  salaries  and  other  operating  costs  of  the  Foundation.  In 
addition,  the  College  provided  certain  administrative  services  and 
accommodations  at  no  cost  to  the  Foundation. 

(b)  The  College  is  a provincial  corporation  as  all  the  members  of  the  Board  of 
Governors  are  appointed  either  by  the  College  Act  or  by  a combination  of  orders 
by  the  Lieutenant  Governor  in  Council  and  the  Minister  of  Advanced  Education. 

(c)  Transactions  between  the  College  and  Province  are  included  in  the  following 
balances  as  at  June  30, 2007. 

Unamortized 

Deferred 

Deferred  Capital 

Revenue  contributions  Contributions 


Operating  grant 

$ 

26,289,833 

$ 

115,742 

$ 

Infrastructure  grant 

612,870 

6,401,325 

23,701,547 

Access  grant 

1,081,385 

70,465 

Apprenticeship  grant 

862,476 

1,074,062 

154,197 

Other  grants 

1,025,102 

1,005,990 

204,771 

Total 

$ 

29,871,666 

$ 

8,667,584 

$ 

24,060,515 

Note  24  Approvals  of  Financial  Statements 


The  Board  of  Governors  approved  these  financial  statements. 
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Lakeland  CoHeae 
Financial  Statements 

June  30.  2007 


Auditor’s  Report 

Statement  of  Financial  Position 

Statement  of  Operations 

Statement  of  Changes  in  Net  Assets 

Statement  of  Cash  Flows 

Notes  to  the  Financial  Statements 


117 


AUDIT 
GENEL  _ 
Alberta 


Auditor’s  Report 


To  the  Board  of  Governors  of  Lakeland  College 

I have  audited  the  statement  of  financial  position  of  Lakeland  College  as  at  June  30,  2007  and  the 
statements  of  operations,  changes  in  net  assets  and  cash  flows  for  the  year  then  ended.  These 
financial  statements  are  the  responsibility  of  the  College’s  management.  My  responsibility  is  to 
express  an  opinion  on  these  financial  statements  based  on  my  audit. 

I conducted  my  audit  in  accordance  with  Canadian  generally  accepted  auditing  standards.  Those 
standards  require  that  I plan  and  perform  an  audit  to  obtain  reasonable  assurance  whether  the 
financial  statements  are  free  of  material  misstatement.  An  audit  includes  examining,  on  a test 
basis,  evidence  supporting  the  amounts  and  disclosures  in  the  financial  statements.  An  audit  also 
includes  assessing  the  accounting  principles  used  and  significant  estimates  made  by 
management,  as  well  as  evaluating  the  overall  financial  statement  presentation. 

In  my  opinion,  these  financial  statements  present  fairly,  in  all  material  respects,  the  financial 
position  of  the  College  as  at  June  30,  2007  and  the  results  of  its  operations  and  its  cash  flows  for 
the  year  then  ended  in  accordance  with  Canadian  generally  accepted  accounting  principles. 


Edmonton,  Alberta 
October  5,  2007 


FCA 

Auditor  General 
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LAKELAND  COLLEGE 


STATEMENT  OF  FINANCIAL  PQSmON 

AS  AT  JUNE  30.  2007 


2007  2006 

ASSETS 


Cash  and  short-term  investments  (Note  4) 

Accounts  receivable  & Prepaids 
inventories  (Note  3) 

$ 

20,218,092 

2,847,423 

905,217 

$ 

10,378,437 
4,304,554 
834,61 1 

23,970,732 

15,517,602 

Investments  (Note  4) 

Patronage  dividends  receivable 

Capital  assets  (Note  5) 

4,271 ,782 

12,817 

58,300,796 

4,373,750 

12,817 

57,081,578 

$ 

86,556,127 

$ 

76,985,747 

LIABiLITIES  AND  NET  ASSETS 


Accrued  vacation  pay 

Accounts  payable  and  accrued  liabilities 

Unearned  revenue  (Note  6) 

Deferred  contributions  (Note  7) 

Current  portion  of  long-term  debt  (Note  10) 

$ 

1,902,237 

3,005,492 

2,092,387 

3,852,764 

120,000 

$ 

1,813,986 

3,775,873 

1,575,593 

846,680 

175,505 

10,972,880 

8,187,637 

Deferred  capital  contributions  (Note  8) 

Unamortized  deferred  capita!  contributions 
(Note  9) 

5,682,345 

43,140,482 

4,700,073 

41,854,320 

Long-term  debt  (Note  10) 

2,280,000 

2,400,000 

62,075,707 

57,142,030 

Net  assets: 

Unrestricted 

Internally  restricted  (Note  1 1 ) 
Invested  in  capita!  assets 
Endowments  (Note  12) 

9,706,200 

142,125 

12,760,313 

1 ,871 ,782 

901,511 

4,513,877 

12,651,753 

1,776,576 

24,480,420 

19,843,717 

$ 

86,556,127 

$ 

76,985,747 

The  accompanying  notes  are  part  of  these  financial  statements. 
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LAKELAND  COLLEGE 


STATEMENT  OF  OPERATIONS 
FOR  THE  YEAR  ENDED  JUNE  30.  2007 


2007 

2006 

Budget 

Actual 

Actual 

(Note  18) 

Revenue: 

Grants  (Note  13)  $ 

25,396,708 

$ 

28,105,537 

$ 

25,322,890 

Tuition  and  related  fees 

10,410,816 

10,892,314 

11,431 ,768 

Sales,  rentals  and  services  (Note  1 4) 

Amortization  of  deferred  capital  contributions 

4,013,313 

4,989,706 

4,980,475 

(Note  9) 

2,430,000 

2,486,207 

2,548,327 

Contract  revenue 

2,418,687 

4,917,143 

3,441,261 

Investment  income  (Note  15) 

410,000 

807,262 

538,000 

Donations 

140,200 

289,169 

205,354 

Other 

1 ,038,232 

1,868,102 

1,776,548 

Gain  on  disposal  of  assets 

- 

6,367 

12,575 

46,257,956 

54,361 ,807 

50,257,198 

Expense  (Note  16): 

Salaries  and  benefits  (Note  1 7) 

26,026,508 

26,826,878 

24,681,081 

Supplies  and  services 

1 1 ,553,257 

15,961,468 

12,668,833 

Amortization  of  capital  assets 

4,814,804 

4,444,772 

4,549,305 

Utilities 

1 ,963,482 

1 ,849,871 

2,028,331 

Severance  payments 

- 

135,142 

333,074 

Interest  expense 

204,150 

227,344 

262,437 

Scholarships  and  bursaries 

321 ,591 

374,835 

183,503 

44,883,792 

49,820,310 

44,706,564 

Excess  of  revenue  over  expenses  $ 

1,374,164 

$ 

4,541,497 

$ 

5,550,634 

The  accompanying  notes  are  part  of  these  financial  statements. 
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STATEMENT  OF  CASH  FLOWS 
FOR  THE  YEAR  ENDED  JUNE  30.  2007 


2007  2006 


CASH  GENERATED  FROM  OPERATING  ACTIVITIES 

Surplus  of  revenue  over  expenses 

Non-cash  transactions 

$ 4,541,497 

$ 

5,550,634 

Amortization  of  capital  assets 

Amortization  of  deferred  capital 

4,444,772 

4,549,305 

contributions  (Note  9) 

(2,486,207) 

(2,548,327) 

Gain  on  disposal  of  capital  assets 

(6,367) 

(12,575) 

6,493,695 

7,539,037 

Net  change  In  non-cash  working  capital 

4,227,273 

(1,815,245) 

Cash  provided  by  operating  activities 

10,720,968 

5,723,792 

INVESTING  ACTIVITIES 


Acquisition  of  capital  assets 

Internally  and  debt  funded 
Externally  funded 

Net  sales  (purchases)  of  investments 
Proceeds  from  disposal  of  capital  assets 


(1,905,262) 

(3,772,369) 

101,968 

20,008 


(1,890,315) 

(1,744,248) 

(109,654) 

166,680 


Cash  used  in  investing  activities 


(5,555,655) 


(3,577,537) 


FINANCING  ACTIVITIES 


Endowment  contributions 

Proceeds  from  computer  loan  program 

Repayment  of  long-term  debt 

Caoital  contributions  received  (Note  8) 

95,206 

(175,505) 

4,754,641 

87,831 

3,467 

(311,508) 

5,922,441 

Cash  provided  by  financing  activities 

4,674,342 

5,702,231 

INCREASE  IN  CASH  AND  SHORTTERM  INVESTMENTS 

9,839,655 

7,848,486 

CASH  AND  SHORT  TERM  INVESTMENTS  AT  BEGINNING 

OF  THE  YEAR 

10,378,437 

2,529,951 

CASH  AND  SHORT  TERM  INVESTMENTS  AT  END 

OF  THE  YEAR  $ 

20,218,092 

$ 

10,378,437 

The  accompanying  notes  are  part  of  these  financial  statements. 
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STATEMENT  OF  CHANGES  IN  NET  ASSETS 
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LAKELAND  COLLEGE 


NOTES  TO  THE  FINANCIAL  STATEMENTS 

FOR  THE  YEAR  ENDED  JUNE  30.  2007 


Note  1 Authority  and  Purpose 

Lakeland  College  (the  “College”)  operates  under  the  authority  of  the  Post  Secondary  Learning  Act, 

Chapter  P-19.5.,  Statutes  of  Alberta,  2003.  The  College,  as  an  inter-provincial  institution,  provides  quality 
educational  services  responsive  to  the  needs  of  students  in  relation  to  the  workplace,  community  and  society. 

The  College  is  exempt  from  the  payment  of  income  taxes  under  section  149  of  the  Income  Tax 
Act  and  is  a registered  charity. 

Note  2 Summary  of  Significant  Accounting  Policies  and  Reporting  Practices 

These  financial  statements  have  been  prepared  in  accordance  with  Canadian  generally  accepted  accounting  principles. 
In  preparing  the  College's  financial  statements,  management  is  required  to  make  estimates  and  assumptions  that 
affect  the  reported  amounts  of  assets  and  liabilities,  the  disclosure  of  contingent  assets  and  liabilities  at  the  date  of 
the  consolidated  financial  statements  and  reported  amounts  of  revenues  and  expenses  during  the  period.  Management 
believes  its  estimates  to  be  appropriate,  however,  actual  results  could  differ  from  these  estimates. 

(a)  Revenue  Recognition 

Operating  grants  are  recognized  in  the  period  when  receivable.  Operating  grants 
received  for  a future  period  are  deferred  until  that  future  period  and  are  reported  as 
deferred  contributions. 

Amounts  received  for  tuition  fees  and  contract  programs  and  sales,  rentals  and  services 
are  recognized  as  revenue  in  the  period  the  goods  are  delivered  or  the  services  are  provided. 

Capital  grants  and  capital  donations  are  recorded  as  deferred  capital  contributions 
until  the  amounts  are  invested  in  capital  assets.  Amounts  invested  representing 
funded  capital  assets  are  transferred  to  unamortized  deferred  capital  contributions. 

Unamortized  deferred  capital  contributions  are  recognized  as  revenue  in  the  periods 
in  which  the  related  amortization  expense  for  the  funded  capital  assets  is  recorded. 

Unrestricted  cash  donations  are  recognized  as  revenue  when  they  are  received. 

Donations  of  materials  and  services  that  would  otherwise  have  been  purchased 
are  recorded  at  fair  value  when  a fair  value  can  be  reasonably  determined. 

Externally  restricted  non-capital  contributions  are  deferred  and  are  recognized  as 
revenue  in  the  period  in  which  the  related  expenses  are  incurred.  Externally  restricted 
amounts  can  only  be  used  for  purposes  designated  by  the  contributors.  Any  externally 
restricted  contributions  containing  stipulations  that  the  amounts  should  be  permanently 
maintained,  are  recorded  as  a direct  increase  to  net  assets. 
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LAKELAND  COLLEGE 


NOTES  TO  THE  FINANCIAL  STATEMENTS 

FOR  THE  YEAR  ENDED  JUNE  30.  2007 


Note  2 Summary  of  Significant  Accounting  Policies  and  Reporting  Practices  (continued) 

(b)  Capital  Assets 


Purchased  capital  assets  are  recorded  at  cost.  Donated  assets  are  recorded  at  their 
fair  value  when  donated.  Capital  assets  are  amortized  on  a straight-line  basis  over  the 
following  estimated  average  useful  lives; 

Buildings,  leasehold  and  site 
improvements 

Furniture,  equipment  and  library 
Vehicles,  computers  and 
telecommunication  equipment 


3 - 40  years 
10  years 

5 years 


(c)  Inventories 


Livestock  inventory  is  recorded  at  net  realizable  value.  All  other  inventories  are  valued 
at  the  lower  of  cost  and  net  realizable  value. 

(d)  Employee  Future  Benefits 

The  College  participates  in  the  Province  of  Alberta's  Local  Authority  and  the  Management  Employees 
Pension  Plans.  These  pension  plans  are  multi-employer  defined  benefit  plans  that  provide  pensions 
for  the  College's  participating  employees,  based  on  years  of  service  and  earnings. 

Pension  costs  included  in  these  financial  statements  comprise  the  amount  of  employer  contributions 
required  for  its  employees  during  the  year,  based  on  rates  which  are  expected  to  provide  for 
benefits  payable  under  the  Local  Authority  and  the  Management  Employees  Pension  Plans.  The 
College's  portion  of  the  pension  plans'  deficit  or  surplus  is  not  recorded  by  the  College. 

('i)  Rnancial  Instruments 

The  fair  values  of  the  College's  accounts  receivable,  accounts  payable  and  accrued  liabilities  and 
accrued  vacation  pay  approximate  their  carrying  values  due  to  the  relatively  short  period  to  maturity 
of  these  instruments. 

Financial  instruments  of  the  College  are  exposed  to  credit  risk,  interest  rate  risk,  foreign  exchange  risk 
and  market  risks.  The  College's  accounts  receivable  are  due  from  a diverse  group  of  customers  and  are 
subject  to  normal  credit  risk.  The  interest  rate  risk  is  the  risk  to  the  College's  earnings  that  arises  from  the 
fluctuations  in  interest  rates  and  the  degree  of  volatility  of  these  rates.  The  foreign  exchange  risk  is  the 
the  risk  of  the  rising  costs  related  to  purchase  transactions  in  United  States  currency  and  the  reduction 
of  amounts  collected  for  receivables  which  are  due  in  United  States  currency.  The  market  risk  is  the  risk 
to  the  College's  earnings  that  arises  from  the  fluctuation  and  the  degree  of  volatility  in  the  market  value  of 
long-term  investments.  Each  of  these  risks  is  limited  through  the  College's  collection  procedures, 
investment  guidelines  and  other  internal  policies,  guidelines  and  procedures. 
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LAKELAND  COLLEGE 


NOTES  TO  THE  FINANCIAL  STATEMENTS 

FOR  THE  YEAR  ENDED  JUNE  30.  2007 


Note  2 Summary  of  Significant  Accounting  Poiicies  and  Reporting  Practices  (continued) 

The  Canadian  Institute  of  Chartered  Accountants  (CICA)  has  issued  new  accounting  standards  for  Financial 
Instruments.  These  standards  are  effective  for  the  College  beginning  July  1 , 2007.  The  principal  impacts  of  the 
standard  are  as  follows: 

Financial  assets  can  be  classified  as  available  for  sale,  held  to  maturity,  trading  or  loans  and  receivables. 
Financial  liabilities  can  be  classified  as  trading  or  other.  All  entity  financial  assets  and  liabilities  will  be 
recorded  on  the  statement  of  financial  position  at  fair  value.  All  financial  investments  will  be  classified  as 
available  for  sale  and  will  be  accounted  for  at  fair  value  with  unrealized  gains  and  losses  reported  as  an 
adjustment  to  unrestricted  net  assets. 

The  opening  change  on  adopting  this  new  basis  of  accounting  on  July  1 , 2007  will  be  an  increase  in  the  . 
net  assets  of  the  entity  by  $1 ,650,834. 


(f)  Investments 

Short-term  investments  are  carried  at  the  lower  of  cost  or  market  value. 

Long-term  investments  are  recorded  at  cost  unless  there  is  an  other  than  temporary  impairment 
in  the  value  of  the  investment. 

(g)  Pledges  Receivable 

Pledges  receivable  are  not  recorded  as  assets  in  these  financial  statements. 


125 


LAKELAND  COLLEGE 


Notes 


Note  4 


NOTES  TO  THE  FINANCIAL  STATEMENTS 

FOR  THE  YEAR  ENDED  JUNE  30.  2007 


Inventories 


Inventories  consist  of: 


2007  2006 


Livestock 

$ 

31 1 ,555  $ 

323,910 

Bookstore 

353.041 

347,196 

Firefighting  agents 

108,506 

51,322 

Fuels 

48,874 

67,133 

Course  guides 

- 

7,394 

Farm 

80,783 

36,131 

Quip  shop 

2,458 

1,525 

$ 

905,217  $ 

834,61 1 

Cash  and  Investments 


Cost 

2007 

Market 

Cost 

2006 

Market 

Bank  balance 

$ 

6,342,883 

$ 

6,342,883 

$ 

2,473,562 

$ 2,473,562 

Money  market 

investments 

5,941,100 

5,977,217 

5,500,000 

5,500,000 

Bonds 

7,535,582 

7,385,045 

2,691,000 

2,634,904 

Mutual  Funds 

4,670,309 

6,435,562 

4,087,625 

5,221,740 

$ 

24,489,874 

$ 

26,140,708 

$ 

14,752,187 

$15,830,206 

Less:  long-term 

amounts 

(4,271,782) 

(4,373,750) 

$ 

20,218,092 

$ 

10,378,437 

The  College’s  investment  strategy  is  to  meet  expenditure  requirements  within  one  year, 
investing  such  funds  in  liquid  investments. 

The  balance  of  funds  are  invested  for  a longer  term  with  a mix  of  maturities  between  one  and  ten  years. 

Included  in  short  term  cash  and  investments,  the  college  is  holding  $5,682,000  for  capital  projects  and 
$2,133,000  in  apprenticeship  access  funds. 

The  long-term  amounts  are  held  to  offset  long  term  debt  and  endowment  balances. 

The  rate  of  return  on  the  investments  for  this  fiscal  year  is  9.13%  (in  2006,  5.76%). 

Money  Market  / Monthly  Income  Fund  Investments  have  an  average  effective  yield  of  10.60%  (in  2006,  9.28%)  with  a 
term  to  maturity  of  less  than  one  year. 

Pooled  Bond  Funds  have  an  average  effective  yield  of  5.10%  (in  2006,  4.06%)  and  weighted  average  term  to  maturity  of  more 
than  one  year. 
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NOTES  TO  THE  FINANCIAL  STATEMENTS 

FOR  THE  YEAR  ENDED  JUNE  30.  2007 


Note  5 Capital  Assets 

Capital  assets  consist  of: 


2007 

2006 

Accumulated 

Net  Book 

Net  Book 

Cost 

Amortization 

Value 

Value 

Land 

$ 

1,612,439 

$ • $ 

1,612,439 

$ 1,612,439 

Buildings 

83,435,400 

(42,052,270) 

41,383,130 

39,758,631 

Site  improvements 

18,179,337 

(10,124,601) 

8,054,736 

8,518,495 

Furniture  & equipment 

11,138,868 

(7,636,723) 

3,502,145 

3,590,712 

Computers  & tele- 

communications equipment 

9,632,913 

(7,049,372) 

2,583,541 

2,258,882 

Vehicles 

2,167,955 

(1,635,636) 

532,319 

663,530 

Leasehold  improvements 

89,162 

(9,164) 

79,998 

82,970 

Milk  quotas 

220,391 

- 

220,391 

220,391 

Library 

3,415,501 

(3,083,404) 

332,097 

375,528 

$ 

129,891,966 

$ (71,591,170)  $ 

58,300,796 

$ 57,081,578 

The  Province  of  Alberta  has  been  granted  an  option  to  purchase  for  $1  the  whole  or  any  part  of  the 
land,  buildings  and  site  improvements  that  it  transferred  to  the  College  in  1982. 

For  the  consideration  of  $1 , Lakeland  College  sold  its  interest  in  six  acres  of  land  to  the  Town  of  Vermilion  for  the  Town's  use  of 
building  a Community  Centre. 

Buildings  include  $3,449,537  of  the  Lloydminster  Expansion  project  and  Computers  & telecommunications  equipment  include  $332,765 
relating  to  the  PeopleSoft  system  implementation  project,  amortization  of  which  is  deferred  until  the  completion  of  the  projects. 


Note  6 Unearned  Revenue 

Unearned  revenue  consists  of: 


2007  2006 


T uition  and  residence  fees  $ 1 ,31 0, 1 98  $ 1 ,271 ,497 

Contract  advances  416,122  144,631 

Extension  and  community 

education  course  fees  38,804  57,040 

Projects  & programs  327,263 102,425 


$ 2,092,387  $ 1,575,593 
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NOTES  TO  THE  FINANCIAL  STATEMENTS 

FOR  THE  YEAR  ENDED  JUNE  30.  2007 


Note  7 Deferred  Contributions 

Changes  in  deferred  contributions  are  as  follows: 


2007  2006 

Restricted  donations  & contributions 


received  during  the  year: 


Conditional  grants 

$ 5.362,872  $ 

1 ,433,203 

Donations  in  kind 

57,114 

123,864 

Restricted  Donations 

5,350 

10,431 

Transfer  (to)  from  deferred  capital  contributions  (Note  8) 

80,120 

(998,759) 

Scholarships 

163,911 

92,172 

Interest  on  endowments  (Note  15) 

106,760 

106,599 

5,776,127 

767,510 

Transferred  to  revenue: 

Conditional  grants  (Note  13) 

(2,438,875) 

(1,502,509) 

Capital  donations 

- 

(19,982) 

Restricted  donations 

(10,334) 

Donations  in  Kind 

(53,414) 

(98,446) 

Scholarships  and  bursaries 

(267,420) 

(165,501) 

(2,770,043) 

(1,786,438) 

Increase  (decrease)  during  the  year 

3,006,084 

(1,018,928) 

Balance  at  beginning  of  the  year 

846,680 

1,865,608 

at  end  of  the  year 

$ 3,852,764  $ 

846,680 

The  balance  consists  of  funds  restricted  for: 

Conditional  programs 

3,569,753 

566,920 

Scholarships  and  bursaries 

261 ,663 

246,243 

College  development 

21,348 

33,517 

$ 3,852,764  $ 

846,680 
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NOTES  TO  THE  FINANCIAL  STATEMENTS 

FOR  THE  YEAR  ENDED  JUNE  30.  2007 


Note  8 Deferred  Capital  Contributions 

Changes  in  deferred  capital  contributions  are  as  follows: 


2007  2006 


Contributions  received  during  the  year 

Transferred  from  (to)  deferred  contributions  (Note  7) 

$ 

4,834,761  $ 

(80,120) 

4,923,682 

998,759 

Total  contributions  received  in  year 

Transferred  to  unamortized  deferred  contributions 

(Note  9) 

Balance  at  beginning  of  the  year 

4,754,641 

(3,772,369) 

4,700,073 

5,922,441 

(1,744,247) 

521,879 

Balance  at  end  of  the  year 

$ 

5,682,345  $ 

4,700,073 

Unamortized  Deferred  Capital  Contributions 

2007 

2006 

Transferred  to  revenue 

Transferred  from  deferred  capital 
contributions  (Note  8) 

$ 

(2,486,207)  $ 

3,772,369 

(2,548,327) 

1 ,744,247 

1,286,162 

(804,080) 

Balance  at  the  beginning  of  the  year 

41,854,320 

42,658,400 

Balance  at  the  end  of  the  year 

$ 

43,140,482  $ 

41,854,320 
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NOTES  TO  THE  FINANCIAL  STATEMENTS 

FOR  THE  YEAR  ENDED  JUNE  30.  2007 


Note  10  Long-Term  Debt 


2007  2006 


(a)  Alberta  capital  financing  authority  (AFCA)  $ 2,400,000  $ 2,520,000 

(b)  PeopleSoft  ; 55,505 


2,400,000 

2,575,505 

Less:  current  portion 

(120,000) 

(175,505) 

$ 

2,280,000  $ 

2,400,000 

(a)  The  AGFA  loan  is  a 25  year  debenture  secured  by  residences  with  value  of  $2,956,794  . 

The 

debenture  incurs  interest  at  6.5%  per  annum. 

Aggregate  annual  payments  of  long-term  debt  are  as  follows: 

2007-08 

$ 

120,000 

2008-09 

120,000 

2009-10 

120,000 

2010-11 

120,000 

2011-12  and  subsequent 

1,920,000 

$ 

2,400,000 

Note  1 1 Net  Assets  Internally  Restricted  by  the  Board 

Net  assets  internally  restricted  by  the  Board  represent  amounts  set  aside  by  the  College’s  Board 
of  Governors  to  be  used  for  the  following  designated  purposes.  These  amounts  are  not  available 

for  ''♦her  purposes  without  the  approval  of  the  Board. 

2007 

2006 

Major  maintenance  and  equipment  $ 

75,314  $ 

2,058,878 

Delivery  initiatives 

66,811 

1,442,521 

Long  term  delivery  initiatives 

- 

1,012,477 

$ 

142,125  $ 

4,513,877 
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NOTES  TO  THE  FINANCIAL  STATEMENTS 

FOR  THE  YEAR  ENDED  JUNE  30.  2007 


Note  12  Endowments 


External  endowments  consist  of  funds  restricted  for: 


2007  2006 


College  development  $ 420,089  $ 420,089 

Scholarships  and  bursaries  1,451,693  1 ,356,487 

$ 1,871,782  $ 1,776,576 

Funds  are  required  to  be  maintained  in  perpetuity. 


Note  13  Grants 


Grant  revenue  consists  of: 

2007 

2006 

Budget 

Actual 

Actual 

Advanced  Education 
General  Operating 
Conditional  (Note  7) 
Other  Government  Grants 
Province  of  Saskatchewan 
General  Operating 


$ 22,809,541  $ 24,451,864  $ 22,022,052 

958,377  2,438,875  1,502,509 

608,000  84,789  747,715 


1,020,790 


1,130,009 1,050,614 


$ 25,396,708  $ 28,105,537  $ 25,322,890 
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NOTES  TO  THE  FINANCIAL  STATEMENTS 

FOR  THE  YEAR  ENDED  JUNE  30.  2007 


Note  14  Sales,  Rentals  and  Services 

Revenue  and  direct  expense  for  sales,  rentals  and  services  consists  of: 


2007 

Budget 

Actual 

2006 

Actual 

Revenue: 

Residences 

$ 2,282,429 

$ 

2,624,033 

$ 

2,304,975 

Bookstores 

1 ,004,673 

1 ,002,330 

998,167 

Cafeterias 

84,006 

760,346 

682,960 

Conference  Services 

214,000 

321,820 

271,890 

Printing 

4,500 

8,624 

10,107 

Swimming  Pools 

207,499 

171,618 

496,964 

Other 

216,206 

100,935 

215,412 

4,013,313 

4,989,706 

4,980,475 

Direct  Expenses: 

Residences 

2,335,827 

2,205,771 

1,835,565 

Bookstores 

946,186 

1,114,429 

1,087,182 

Cafeterias 

115,640 

771,911 

722,031 

Conference  Services 

225,946 

356,735 

269,849 

Printing 

2,295 

1,458 

1,252 

Swimming  Pools 

270,503 

225,417 

872,194 

Other 

147,130 

142,080 

132,281 

4,043,527 

4,817,801 

4,920,354 

Excess  of  Revenue  over 

Direct  Expenses 

$ (30,214) 

$ 

171,905 

$ 

60,121 

Note  15  Investment  Revenue 


2007  2006 


Investment  Income  Earned 

$ 

915,023  $ 

637,169 

(Loss)  Gain  on  Sale  of  Investments 

(1,001) 

7,430 

Investment  Income  Before  Transfer 

Less:  amount  transferred  to  deferred 

914,022 

644,599 

contributions  (Note  7) 

(106,760) 

(106,599) 

Investment  Income 

$ 

807,262  $ 

538,000 
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NOTES  TO  THE  FINANCIAL  STATEMENTS 

FOR  THE  YEAR  ENDED  JUNE  30.  2007 


Note  16  Operating  Expense 


Operating  expense  is  summarized  as  follows: 


2007 

Budget 

Actual 

2006 

Actual 

Instruction 

$ 

17,636,011 

$ 

21,255,684 

$ 

17,921,423 

Amortization  of  capital  assets 

4,814,804 

4,444,772 

4,549,305 

Cost  of  sales,  rental  & services 

4,043,527 

4,817,801 

4,920,354 

(Note  14) 

Facility  operations  and  maintenance 

3,038,071 

4,083,997 

3,551,503 

Academic  support 

4,218,695 

4,896,174 

4,147,002 

Institutional  support 

6,466,442 

5,243,030 

4,778,734 

S\udent  services 

2,664,918 

3,513,522 

3,220,640 

Computing  services 

2,001,324 

1,565,330 

1,617,603 

$ 

44,883,792 

$ 

49,820,310 

$ 

44,706,564 

Instruction  encompasses  all  formal  education  and  instructional  program  elements. 

Academic  support  includes  all  activities  that  directly  support  the  educational  and  instructional 

elements  such  as  academic  administration,  library  and  audio-visual  services.  Institutional  support 

includes  all  activities  that  provide  institution-wide  support  to  other  programs  such  as  the  President’s  office,  human 

resources  and  financial  services.  Student  Services  includes  all  activities  and  services  for  the  student  body. 
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FOR  THE  YEAR  ENDED  JUNE  30.  2007 


Note  17  Salaries  and  Benefits 

The  following  information  is  prepared  in  accordance  with  Treasury  Board  Directive  No.  04/07  and 
only  includes  salary  and  benefit  information  for  the  Board  and  Executive  Management: 


2007 

2006 

Number  of 

Base  Salary 

Other  Cash 

Other  Non-Cash 

Total 

Number  of 

Total 

individuals 

(1) 

Benefits  (2) 

Benefits  (3) 

Individuals 

Chairman  of  Boarc 

1 $ 

22,268 

$ 

$ 958 

$ 

23,226 

1 

$ 

25,703 

Other  Board 

11 

37,321 

1,107 

38,428 

11 

43,307 

59,589 

2,065 

61,654 

69,010 

President 

1 

150,000 

19,460 

169,460 

1 

169,234 

VP  Academics 

1 

125,000 

19,510 

144,510 

1 

111,280 

VP  student  and 
College  Services 

1 

105,125 

19,254 

124,379 

1 

142,234 

Executive 

Director  External 
Relations 

33,376 

236,007 

(4)  6,154 

275,533 

1 

158,126 

Director,  Human 
Resources 

1 

101,058 

17,166 

118,224 

Director,  Fund 
Development 

1 

75,406 

14,735 

90,141 

. 

589,965 

236,007 

96,279 

922,247 

580,874 

Salaries  & Ben  Exp 

in  year. 

$ 

649,554 

$ 

236,007 

$ 98,344 

$ 

983,901 

$ 

649,884 

(1)  Base  salary  includes  pensionable  base  pay. 

(2)  Other  cash  benefits  include  bonuses,  overtime,  lump  sum  payments  and  honoraria. 

(3)  Employer's  share  of  all  employee  benefits  and  contributions  or  payments  made  on  behalf  of 
employees  including  pension,  health  care,  dental  coverage,  vision  coverage,  out  of  country 
medical  benefits,  group  life  insurance,  accidental  disability  and  dismemberment  insurance,  long 
and  short  term  disability  plan,  professional  memberships  and  tuition. 

Other  non-cash  benefits  figure  also  includes  the  Employer's  share  of  the  cost  of 
additional  benefits  including  sabbaticals  or  other  special  leave  with  pay,  financial  planning 
services,  retirement  planning  services,  concessionary  loans,  travel  allowances,  car  allowances,  and 
club  memberships. 

(4)  Other  cash  benefits  include  holiday  pay  and  retirement  allowance. 
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Note  18  Budget 

The  operating  and  capital  budgets  were  approved  by  the  Board  of  Governors  on  March  22,  2006.  The  operating 
budget  does  not  include  revenues  and  expenses  for  ad  hoc  programs  negotiated  subsequent  to  budget  approval.  The 
approved  capital  budget  provided  $2,539,326  (actual  $1,312,097)  for  internally  funded  acquisitions  of  capital  assets. 

Note  19  Commitments 

The  College  has  the  following  commitments  requiring  future  minimum  annual  payments  for  years  ending  June  30  as  follows: 


2007-08 

$ 

653,795 

2008-09 

270,706 

2009-10 

161,970 

2010-11 

11,209 

2011-12 

- 

$ 

1,097,681 
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Note  20  Related  Party  Transactions 
Province  of  Alberta 

The  College  is  a Provincial  Corporation  as  all  the  members  of  the  Board  of  Governors  are  appointed 
by  a combination  of  orders  by  the  Lieutenant  Governor  in  Council  and  the  Minister  of  Advanced 
Education.  Grant  revenue  transactions  between  the  College  and  the  Province  are  disclosed  in 


the  College  financial  statements  as  follows: 

2007 

Deferred  Capital 

Deferred  Contributions 

Contributions 

Grant  Revenue 

Total 

Alberta  Advanced  Education 

Regular  operating 

$ 

- 

$ 

$ 

24,303,046 

$24,303,046 

Performance  funding 

- 

- 

148,818 

148,818 

Access  funding 

2,414,180 

37,882 

1,826,961 

4,279,024 

Conditional 

96,740 

970,376 

153,808 

1,220,924 

Alberta  Infrastructure 

Infrastructure  maintenance 

1,035,734 

3,616,463 

458,106 

5,110,303 

Total 

$ 

3,546,655 

$ 4,624,721 

$ 

26,890,739 

$35,062,115 

2006 

Deferred  Capital 

Deferred  Contributions 

Contributions 

Grant  Revenue 

Total 

Alberta  Advanced  Education 

Regular  operating 

$ 

- 

$ 

$ 

21,731,233 

$21,731,233 

Performance  funding 

- 

- 

290,819 

290,819 

Access  funding 

14,685 

50,000 

948,027 

1,012,712 

Conditional 

51,681 

- 

232,938 

284,619 

Alberta  Infrastructure 

Infrastructure  maintenance 

463,760 

3,956,835 

- 

4,420,595 

Total 

$ 

530,126 

$ 4,006,835 

$ 

23,203,017 

$27,739,978 

The  College  provided  courses  to  other  provincial  colleges  and  participated  in  the  development,  sale 
and  offering  of  certain  courses  with  other  public  colleges.  The  revenues  and  expenses  incurred  for 
these  have  been  included  in  the  statement  of  operations  but  have  not  been  separately  quantified. 
These  transactions  were  entered  into  on  the  same  business  terms  as  with  non-related  parties 
and  are  recorded  at  fair  market  value. 
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Note  21 


Note  22 


Note  23 


Note  24 


NOTES  TO  THE  FINANCIAL  STATEMENTS 

FOR  THE  YEAR  ENDED  JUNE  30.  2007 


Pension  Liability  and  Expense 

The  College  participates  in  two  multi-employer  pension  plans,  Local  Authorities  Pension  Plan  (LAPP)  and  the 
Management  Employees  Pension  Plan  (MEPP).  The  expense  for  these  plans  is  $1,414,616  for  the  year  ended 
June  30,  2007  (2006  - $1 ,283,046). 

1)  Local  Authorities  Pension  Plan 

As  at  December  31,  2006,  the  LAPP  reported  a deficiency  of  $746,651,000  (2005  - $863,558,000).  The 
January  1 , 2007  employers'  contribution  rate  was  not  increased. 

2)  Management  Employee  Pension  Plan 

As  at  December  31,  2006  the  MEPP  reported  a deficiency  of  $6,765,000  (2005  - $165,895,000). 

Contingent  Liabilities 

There  are  four  unresolved  claims  against  the  College.  While  the  outcome  of  these  claims  cannot  be  predicted  at 
this  time,  it  is  the  opinion  of  management  that  the  resolution  of  these  claims  will  not  have  a material  effect  on  the 
financial  statements  of  the  College  and  it  has  not  been  reflected  in  these  statements.  Additional  costs  of  settling 
these  claims,  if  any,  will  be  charged  to  operations  upon  settlement,  which  in  Management’s  opinion  will  not  have 
a material  effect  on  the  financial  position  of  the  College. 


Comparative  Figures 

The  2006  figures  have  been  reclassified  where  necessary  to  conform  to  2007  presentation. 

Approval  of  Financial  Statements 

These  financial  statements  were  approved  by  the  Board  of  Governors. 
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AUDIT 

GENEL__ 

Alberta 


Auditor’s  Report 


To  the  Board  of  Governors  of  Lethbridge  College 

I have  audited  the  consolidated  statement  of  financial  position  of  Lethbridge  College  as  at 
June  30,  2007  and  the  consolidated  statements  of  revenue  and  expense,  changes  in  net  assets,  and 
cash  flows  for  the  year  then  ended.  These  financial  statements  are  the  responsibility  of  the 
College’s  management.  My  responsibility  is  to  express  an  opinion  on  these  financial  statements 
based  on  my  audit. 

I conducted  my  audit  in  accordance  with  Canadian  generally  accepted  auditing  standards.  Those 
standards  require  that  I plan  and  perform  an  audit  to  obtain  reasonable  assurance  whether  the 
financial  statements  are  free  of  material  misstatement.  An  audit  includes  examining,  on  a test 
basis,  evidence  supporting  the  amounts  and  disclosures  in  the  financial  statements.  An  audit  also 
includes  assessing  the  accounting  principles  used  and  significant  estimates  made  by 
management,  as  well  as  evaluating  the  overall  financial  statement  presentation. 

In  my  opinion,  these  consolidated  financial  statements  present  fairly,  in  all  material  respects,  the 
financial  position  of  the  College  as  at  June  30,  2007  and  the  results  of  its  operations  and  its  cash 
flows  for  the  year  then  ended  in  accordance  with  Canadian  generally  accepted  accounting 
principles. 


Edmonton,  Alberta 
September  19,  2007 


FCA 

Auditor  General 
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T.KTHBRIDGE  COLLEGE 

CONSOLIDATED  STATEMENT  OF  FINANCIAL  POSITION 


AS  AT  JUNE  30.  2007 


2007  2006 


ASSETS 

Current; 

Cash  and  cash  equivalents  (Note  3)  $ 

6,755,827 

$ 12,305,659 

Accounts  receivable  (Note  4) 

2,568,410 

2,030,228 

Accrued  investment  income 

150.605 

86,859 

Inventories  (Note  5) 

474,921 

583,022 

Prepaid  expenses 

334,116 

413,552 

10,283,879 

15,419,320 

Non-current  cash  and  investments  (Note  3) 

19,402,335 

13,272,743 

Capital  assets  (Note  6) 

57,285,292 

52,426,830 

$ 

86,971,506 

$ 81,118,893 

LIABILITIES  AND  NET  ASSETS 

Current; 

Accounts  payable  and  accrued  liabilities  $ 

5,533,996 

$ 3,759,189 

Accrued  vacation  pay 

869,426 

830,933 

Unearned  revenue  (Note  7) 

2,107,611 

1,594,929 

Deferred  contributions  (Note  8) 

2,326,523 

2,217,296 

Current  portion  of  debenture  payable  (Note  10) 

169,491 

159,708 

11,007,047 

8,562,055 

External  capital  contributions  (Note  8) 

2,978,349 

5,073,583 

Debenture  payable  (Note  10) 

5,625,333 

5,794,824 

Unamorfized  external  capital  contributions  (Note  1 1) 

40,576,286 

35,158,151 

49,179,968  46,026,558 


60,187,015  54,588,613 

Net  assets; 

Operating: 

Unrestricted  7,179,059  7,282,367 

IntemaUy  restricted  (Note  12)  2,758,458  2,317,193 


9,937,517  9,599,560 

Investment  in  capital  assets  ^STote  6)  1 0,9 1 4, 1 82  1 1 ,3 1 4, 1 47 

Endowments  (Note  13)  5,932,792  5,616,573 


26,784,491 


$ 86,971,506 


26,530,280 


$ 81,118,893 


Commitments  and  contingencies  (Note  21) 


The  accompanying  notes  are  part  of  these  consolidated  financial  statements. 
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LETHBRIDGE  COLLEGE 

CONSOLIDATED  STATEMENT  OF  RE\^NUE  AND  EXPENSE 

FOR  THE  YEAR  ENDED  JUNE  30.  2007 


2007 

2006 

Budget 

Actual 

Actual 

(Note  22) 

Revenue; 

Grants  (Note  14) 

$ 35,275,040  $ 

36,264,959 

$ 32,272,134 

Tuition  and  related  fees 

16,187,251 

14,739,247 

15,617,846 

Sales,  rentals  and  services  (Note  15) 

7,312,160 

7,492,837 

7,135,865 

Contract  programs 

1,724,845 

1,896,906 

1,929,668 

Investment  income  (Note  16) 

801,116 

1,269,064 

661,395 

Donations 

344,820 

111,100 

224,312 

Amortization  of  external  capital 

contributions  (Note  11) 

2,095,100 

2,216,628 

2,247,272 

63,740,332 

63,990,741 

60,088,492 

Expense  (Note  17): 

Salaries  and  benefits  (Note  18) 

41,409,356 

43,136,584 

36,212,336 

Supplies  and  services 

11,431,283 

11,105,311 

9,840,394 

Cost  of  sales,  rentals  and  services  (Note  15) 

2,978,870 

2,959,767 

2,870,687 

Utilities 

1,611,750 

1,416,440 

1,548,185 

Scholarships  and  bursaries 

150,000 

269,768 

268,521 

Debenture  interest 

371,460 

361,454 

370,860 

Amortization  of  capital  assets 

4,328,951 

4,753,086 

4,507,902 

62,281,670 

64,002,410 

55,618,885 

Excess  (Deficiency)  of  revenue  over  expense 

$ 1,458,662  $ 

(11,669) 

$ 4,469,607 

The  accompanying  notes  are  part  of  these  consolidated  financial  statements. 
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CONSOLIDATED  STATEMENT  OF  CHANGES  IN  NET  ASSETS 
FOR  THE  YEAR  ENDED  JUNE  30.  2007 


Oh  M 


rl  O 
ro  oC 

O V£) 

f-T 

(N 


O ON 
00  VO 
<S  VD 


ON  O 

m oo 
00 
o'  vrT 

w-i  VO 


»n  oo  00 

00  »r»  o 

CA  vo^ 

r*t  m Cv 

00  '«!l-  «r> 

ON  I— ' 

h-T  cT 


' »n 
Ov  VO 

r-T 
<— ■ 

cn  Tt 

ts" 


ON  *n 
VO  VO  VO 
vo^  c4 
ts  r-T 
00 


00  00  CTv 
V-l  O C<N 
VO^ 

CO*'  oC  o*^ 
IT)  wo 


43 

p 

M 

o 

§ T3 

S’  <23 

S o 

CO 

1 

H 'S 

P OT 
^ 2 

g 

•g  ^ 

fyear 
revenue ( 
itemally 
from 

1 1 

cS  ^ 

% 22 

p 

•^■8  „ 

«■§! 

sS-l 


a I g 

OOP 
^ JD  S 

S-s| 

3'sl 

§•1  s 


1 

u 

§ 

I 


ST  2 S 
os;  tS 


143 


LETHBRIDGE  COLLEGE 
rONSOT  .TDATED  STATEMENT  OF  CASH  FLOWS 

FOR  THE  YEAR  ENDED  JUNE  30. 2007 


Cash  flows  generated  from  operating  activities: 
Excess  (Deficiency)  of  revenue  over  expense 
Amortization  of  capital  assets 
Amortization  of  external  capital  contributions 


Changes  in  non-cash  working  capital: 
Accounts  receivable 
Accrued  investment  income 
Inventories 
Prepaid  expenses 

Accounts  payable  and  accrued  liabilities 
Accrued  vacation  pay 
Unearned  revenue 
Deferred  contributions 


Cash  flows  used  by  investing  activities: 

Acquisition  of  capital  assets: 

From  internal  funds 
From  external  funds 
Proceeds  from  disposal  of  capital  assets 
Decrease  (Increase)  in  non-current  cash  and  investments 


Cash  flows  generated  from  financing  activities: 
Capital  contributions  received 
Transfer  from  (to)  deferred  contributions 
Debenture  principal  repayment 
Endowment  contributions  received 


hicrease  (Decrease)  m current  cash  and  cash  equivalents 
Current  cash  and  cash  equivalents,  beginning  of  year 
Current  cash  and  cash  equivalents,  end  of  year 


2007 2006 


Budget 

Actual 

Actual 

(Note  22) 

$ 1,458,662 

$ (11,669) 

$ 4,469,607 

4,328,951 

4,753,086 

4,507,902 

(2,095,100) 

(2,216,628) 

(2,247^72) 

3,692,513 

2,524,789 

6,730,237 

. 

(538,182) 

(869,974) 

- 

(63,746) 

(27,206) 

- 

108,101 

(28,401) 

- 

79,436 

(98,574) 

- 

1,774,807 

1,242,853 

- 

38,493 

88,227 

- 

512,682 

648,690 

- 

109,227 

914,376 

2,020,818 

1,869,991 

3,692,513 

4,545,607 

8,600,228 

(2,121,647) 

(1,983,985) 

(1,711,856) 

(6,160,000) 

(7,634,763) 

(4,072,475) 

- 

7,200 

6,207 

- 

(6,129,592) 

(2,442,939) 

(8,281,647) 

(15,741,140) 

(8,221,063) 

3,244,000 

6,121,717 

9,037,346 

- 

(582,188) 

(365,249) 

(159,709) 

(159,708) 

(150,491) 

500,000 

265,880 

857,560 

3,584,291 

5,645,701 

9,379,166 

(1,004,843) 

(5,549,832) 

9,758,331 

8,391,968 

12,305,659 

2,547,328 

$ 7,387,125 

$ 6,755,827 

$ 12,305,659 

The  accompanying  notes  are  part  of  these  consolidated  financial  statements. 
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LETHBRIDGE  COLLEGE 


NOTES  TO  THE  CONSOLIDATED  FINANCIAL  STATEMENTS 

JUNE  30. 2007 


Note  1 Authority  and  Purpose 

Lethbridge  College  was  established  as  a board  governed  institution  on  April  17, 1957. 
The  College  operates  under  the  authority  of  the  Post  Secondary  Learning  Act, 

Chapter  PI  9.5,  Statutes  of  Alberta  2003.  The  College  provides  educational  programs  to 
serve  the  career  education  and  training  needs  of  students  and  employers  and  to  respond 
to  personal  and  community  development  needs  through  an  extensive  offering  of  general 
interest  courses  and  public  service  outreach  activities.  The  College  is  a registered 
charity  and  is  exempt  jfrom  payment  of  income  tax. 

The  Lieutenant  Governor  in  Council  of  the  Province  of  Alberta  approved  an  Order  in 
Coimcil  changing  the  name  of  Lethbridge  Community  College  to  Lethbridge  College, 
effective  February  14, 2007. 


Note  2 Significant  Accoimting  Policies  and  Reporting  Practices 

(a)  Consolidated  Statements 

These  consolidated  financial  statements  include  the  accounts  of  Lethbridge 
Community  College  Foundation  (doing  business  as  Lethbridge  College 
Foundation)  (“the  Foundation”),  which  operates  under  the  Companies  Act  of 
Alberta.  The  Foundation  is  a registered  charity  and  is  exempt  from  payment  of 
income  tax.  Certain  administrative  services  are  provided  by  the  College  without 
charge  to  the  Foundation. 

The  accounts  of  the  two  organizations  have  been  consolidated  to  reflect  the 
financial  position  and  results  of  operations  as  though  they  were  a single  economic 
entity,  since  the  Foundation  solicits,  receives  and  administers  donations  for  the 
advancement  of  the  College.  Inter-entity  balances  and  transactions  have  been 
eliminated  on  consolidation. 

(b)  Revenue  Recognition 

Operating  contributions,  including  grants  from  the  Province  of  Alberta,  are 
recognized  as  revenue  in  the  period  when  they  become  receivable.  Operating 
contributions  received  for  a future  period  are  reported  as  deferred  contributions 
and  recognized  as  revenue  in  the  subsequent  period. 
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Note  2 Significant  Accounting  Policies  and  Reporting  Practices  (continued) 

(b)  Revenue  Recognition  (continued) 

Capital  contributions,  including  capital  grants  from  the  Province  of  Alberta,  are 
recorded  as  external  capital  contributions  until  the  amount  is  invested  in  capital 
assets.  Amounts  invested  representing  funded  capital  assets  are  then  transferred 
to  unamortized  external  capital  contributions.  Unamortized  external  capital 
contributions  are  recognized  as  revenue  in  the  periods  in  which  the  related 
amortization  expense  of  the  funded  capital  asset  is  recorded.  The  related  portion 
of  amortization  expense  and  the  external  capital  contributions  revenue  are 
matched  to  indicate  that  the  related  amortization  expense  has  been  funded. 

Capital  contributions  invested  in  capital  assets  that  will  not  be  amortized  are 
recognized  as  direct  increases  in  net  assets. 

Externally  restricted  non-capital  contributions  and  externally  restricted  interest 
earned  on  non-capital  contributions  are  deferred  and  are  recognized  as  revenue  in 
the  period  in  which  the  related  expenses  are  incurred.  Externally  restricted 
amounts  can  only  be  used  for  purposes  designated  by  external  parties.  If  the 
contributors  stipulate  that  the  amounts  cannot  be  expended,  as  is  the  case  with 
endowments,  the  contributions  are  recorded  as  direct  increases  in  net  assets. 

Donations,  which  are  not  externally  restricted,  are  recognized  as  revenue  when 
they  are  received.  Donations  of  materials  and  services  that  would  otherwise  have 
been  purchased  are  recorded  at  fair  value  when  a fair  value  can  be  reasonably 
determined. 

Pledges  are  recorded  in  the  year  the  donation  is  received. 

Amounts  received  for  tuition  fees  and  sale  of  goods  and  services  are  classified  as 
unearned  and  recognized  as  revenue  at  the  time  the  goods  are  delivered  or  the 
services  are  provided. 

(c)  Net  Assets  Internally  Restricted 

Net  assets  internally  restricted  represent  amounts  set  aside  by  the  College  Board  of 
Governors  to  be  used  for  designated  purposes. 
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Note  2 Significant  Accounting  Policies  and  Reporting  Practices  (continued) 

(d)  Investments 

Temporary  investments  are  recorded  at  the  lower  of  cost  or  market  value. 

Investments  intended  to  be  held  for  longer  term  are  recorded  at  cost.  Gains  and  losses 
on  investments  are  recognized  as  realized  or  when  there  is  an  other  than  temporary 
decline  in  the  value  of  the  investment. 

The  Canadian  Institute  of  Chartered  Accountants  (CICA)  has  issued  new  accounting 
standards  for  Financial  Instruments.  These  standards  are  effective  for  Lethbridge 
College  beginning  July  1,  2007.  The  principal  impacts  of  the  standards  are  as  follows: 

Financial  assets  can  be  classified  as  available  for  sale,  held  to  maturity,  trading  or  loans 
and  receivables.  Financial  liabilities  can  be  classified  as  trading  or  other.  All  Lethbridge 
College’s  financial  assets  and  liabilities  will  be  recorded  on  the  consolidated  statement 
of  financial  position  at  fair  value.  All  financial  investments  will  be  classified  as  available 
for  sale  and  will  be  accounted  for  at  fair  value  with  unrealized  gains  and  losses 
reported  as  an  adjustment  to  unrestricted  net  assets. 

The  opening  change  on  adopting  this  new  basis  of  accounting  on  July  1, 2007  will  be  a 
decrease  in  the  net  assets  of  Lethbridge  College  by  $1,975. 

(e)  Inventories 

Inventories  held  for  resale  are  valued  at  the  lower  of  cost  and  net  realizable  value. 
Inventories  held  for  consumption  are  valued  at  the  lower  of  cost  and  replacement 
value.  Cost  is  determined  using  the  weighted  average  method  for  the  Bookstore  and 
the  first  in,  first  out  method  for  all  other  inventories. 

(f)  Capital  Assets 

Capital  assets  are  recorded  at  cost.  Donated  assets  are  recorded  at  fair  value  at  the 
time  of  the  donation. 

Capital  assets  are  amortized  on  a straight-line  basis  as  follows: 


Buildings  and  site  improvements 

40  years 

Furnishings  and  equipment 

10  years 

Library 

10  years 

Motor  vehicles 

5 years 

Computer  equipment  and  systems  software 

5 years 

Audio  and  visual  equipment 

2 years 
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Note  2 Significant  Accounting  Policies  and  Reporting  Practices  (continued) 

(f)  Capital  Assets  (continued) 

The  permanent  art  collection  is  recorded  at  the  appraised  value  at  the  time  of  donation. 
The  permanent  art  collection  is  not  amortized.  The  collection  is  made  up  of  numerous 
pieces  of  art  that  are  held  for  display  at  the  College. 

Capital  projects  in  progress  are  not  amortized  until  the  project  is  complete. 

(g)  Employee  Future  Benefits 

The  College  participates  in  the  Local  Authorities  Pension  Plan.  This  pension  plan  is  a 
multi-employer  defined  benefit  pension  plan  that  provides  pensions  for  the  College’s 
participating  employees,  based  on  years  of  service  and  earnings. 

Pension  costs  included  in  these  financial  statements  comprise  the  amount  of  employer 
contributions  required  for  its  employees  during  the  year,  based  on  rates  which  are 
expected  to  provide  for  benefits  payable  under  the  pension  plan.  The  College’s 
portion  of  the  pension  plan’s  surplus  or  deficit  is  not  recorded  in  the  accounts. 

(h)  Financial  Instmments 

Unless  otherwise  noted,  the  carrying  values  of  financial  assets  and  liabilities 
approximate  their  fair  values. 

The  College  is  exposed  to  currency  risk  due  to  fluctuations  in  foreign  exchange  rates, 
market  interest  rates  and  changes  in  market  prices,  as  well  as  normal  credit  risk,  as  the 
College’s  accounts  receivable  are  due  fi-om  a diverse  group  of  customers. 

(i)  Use  of  Estimates 

The  preparation  of  the  consolidated  financial  statements  in  conformity  with  Canadian 
generally  accepted  accounting  principles  requires  management  to  make  estimates  and 
assumptions  that  affect  the  reported  amounts  of  assets  and  liabilities,  disclosure  of 
contingent  assets  and  liabilities  at  the  dates  of  the  consolidated  financial  statements  and 
the  reported  amounts  of  revenues  and  expenses  during  the  reporting  periods.  Actual 
results  could  differ  fi-om  those  estimates. 

(j)  Asset  Retirement  Obligations 

Lethbridge  College  is  subject  to  regulations  requiring  the  repair,  removal  and  disposal 
of  asbestos.  The  obligation  under  these  regulations  meets  the  definition  of  a 
conditional  asset  retirement  obligation. 
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Note  2 Significant  Accounting  Policies  and  Reporting  Practices  (continued) 

0 Asset  Retirement  Obligations  (continued) 

As  a result  of  the  longevity  of  the  College’s  facilities,  due  in  part  to  the  College’s 
maintenance  procedures,  and  the  fact  that  the  College  does  not  have  plans  for  major 
changes  that  would  require  the  removal  of  asbestos,  the  timing  of  the  removal  of 
asbestos  in  the  College’s  facilities  is  indeterminate  as  at  June  30,  2007.  As  a result,  the 
College  is  currently  unable  to  estimate  the  fair  value  of  its  asbestos  removal  and 
disposal  obligation.  Therefore,  expenditures  are  recorded  in  accounts  as  they  are 
incurred. 

Note  3 Cash  and  Investments 

The  Board  of  Governors  has  approved  an  investment  strategy  with  primary  investment 
objectives  being  the  preservation  of  capital  and  the  generation  of  a competitive  total  return. 
The  investment  policy  provides  guidelines  on  the  asset  mix,  diversification, 
quality  and  nature  of  securities,  and  the  term  of  the  fixed  income  securities.  The  guidelines 
are  as  follows: 

a)  Asset  Class 

Cash  equivalents  fi'om  0%  to  60%  of  total  portfolio 

Fked  income  securities  fi'om  40%  to  80%  of  total  portfolio 
Equities  fi'om  0%  to  50%  of  total  portfolio 

To  measure  investment  performance  and  identify  the  return  attributed  to  the  asset  mix 
and  asset  selection  decisions,  the  College  has  established  a portfolio  benchmark  of  5% 
cash  equivalents,  60%  fixed  income  securities  and  35%  equities.  Further,  it  measures 
cash  equivalent  returns  against  the  return  fi'om  the  historical  treasury  bill  rate  over  a 
rolling  four  year  period,  fixed  income  returns  against  the  return  for  the  Scotia  McLeod 
Universe  Index,  and  equity  returns  against  the  return  for  the  TSX  300  Index  and  the 
Morgan  Stanley  Capital  International,  Europe,  Australia  and  Far  East  Index. 

b)  Diversification 


No  more  than  10%  of  the  total  portfolio  will  be  invested  in  any  one  money  market 
issuer  other  than  investments  in  issuers  with  a minimum  BBB  rating  as  defined  by  a 
recognized  bond  rating  service  or  those  guaranteed  by  the  Government  of  Canada  or 
the  Province  of  Alberta.  With  these  conditions,  the  maximum  investment  may  be 
extended  to  20%  of  the  total  portfolio.  No  more  than  10%  of  the  portfolio  will  be 
invested  in  any  one  government  bond  issue  other  than  the  Government  of  Canada  or 
the  Province  of  Alberta.  A 30%  maximum  is  placed  on  any  single  industry  investment 
and  a 4%  maximum  on  any  single  issuer  in  the  private  sector. 
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Note  3 


Cash  and  Investments  (continued) 
c)  Quality  and  Nature  of  Securities 

All  money  market  securities  will  be  rated  “R-l”  or  equivalent  by  the  Canadian 
Bond  Rating  or  the  Dominion  Bond  Rating  Services.  All  corporate  and 
government  bonds  will  carry  a rating  of  a minimum  equivalent  BBB  rating  by  a 
recognized  bond  rating  service. 


2007 2006 


Carrying  Value 

Fair  Value^*^ 

Carrying  Value 

Fair  Value^*^ 

Cash  and  temporary  investments: 
Cash 

Short  term  investments 

$ 6,918,470 
72,607 

$ 6,918,470 
72,696 

$12,569,804 

67,599 

$ 12,569,804 
67,458 

6,991,077 

6,991,166 

12,637,403 

12,637,262 

Fixed  income:^"^ 

Federal  guaranteed  bonds 

4,369,961 

4,282,655 

4,563,416 

4,435,581 

Provincial  guaranteed  bonds 

1,197,871 

1,164,640 

1,246,826 

1,201,011 

Corporate  bonds 

4,473,226 

4,338,803 

3,794,383 

3,679,683 

10,041,058 

9,786,098 

9,604,625 

9,316,275 

Equities:^'^ 

Canadian 

5,160,014 

5,364,521 

2,236,736 

2,520,734 

Foreign 

3,966,013 

4,014,402 

1,099,638 

1,057,779 

9,126,027 

9,378,923 

3,336,374 

3,578,513 

26,158,162 

26,156,187 

25,578,402 

25,532,050 

Less  amounts  not  available  for 

current  purposes 

19,402,335 

19,400,360 

13,272,743 

13,226,391 

Cash  and  cash  equivalents 

$ 6,755,827 

$ 6,755,827 

$12,305,659 

$ 12,305,659 

On  a total  basis,  the  market  value  of  all  investments  is  $1,975  less  than 
(2006  - $46,352)  carrying  value.  Within  the  investment  portfolio,  foreign 
equities,  at  market  value  of  $4,014,402  are  $48,389  greater  than  (2006  - 
$41,859  less  than)  carrying  value.  The  carrying  value  of  certain  securities 
have  been  written  down  to  fair  value  because  management  has  concluded, 
based  on  review  of  market  information,  that  there  is  indication  of 
impairment  that  is  other  than  temporary.  The  carrying  values  of  the 
remaining  securities  have  not  been  written  down  to  fair  value  as 
management  has  concluded  that  there  is  no  obvious  indication  of 
impairment  that  is  other  than  temporary. 
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Note  3 Cash  and  Investments  (continued) 

The  terms  of  the  bond  portfolio  range  from  1 year  to  9 years  with  an  average 
term  to  maturity  of  5 years  (2006  - 5 years).  The  average  effective  yield  on 
the  bond  portfolio  is  5.41%  (2006  - 5.23%) 

Note  4 Accounts  Receivable 


2007  2006 


Contract  programs 

$ 805,419 

$ 407,064 

Province  of  Alberta: 

Alberta  Advanced  Education 

105,377 

95,544 

Alberta  Infi-astmcture  and  Transportation 

106,711 

72,439 

Other  Alberta  Government  departments 

101,644 

95,662 

Government  of  Canada  - Goods  and  Services  Tax 

188,719 

180,304 

Tuition  fees 

906,407 

979,327 

Other 

354,133 

199,888 

Inventories 

$ 2,568,410 

$ 2,030,228 

2007 

2006 

Bookstore 

$ 

389,891 

$ 

431,519 

Cafeteria 

54,061 

51,461 

Printing 

- 

2,508 

Distance  Education  Centre 

8,422 

8,934 

Other 

22,547 

88,600 

$ 

474,921 

$ 

583,022 
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Note  6 Capital  Assets 


a)  Summary  of  Cost  and  Net  Book  V alue 


2007 

2006 

Accumulated 

Net  Book 

Net  Book 

Cost 

Amortization 

Value 

Value 

Land 

$ 475,994 

$ 

$ 475,994 

$ 475,994 

Building  and  site  improvements 

88,858,367 

49,568,022 

39,290,345 

40,762,897 

Furnishings  and  equipment 

11,077,505 

8,414,252 

2,663,253 

2,176,465 

Library 

1,163,981 

899,292 

264,689 

263,668 

Motor  vehicles 

1,003,655 

895,033 

108,622 

124,020 

Computer  equipment  and 

systems  software 

12,984,277 

8,707,494 

4,276,783 

5,346,750 

Audio  and  visual  equipment 

698,684 

617,664 

81,020 

16,505 

Permanent  art  collection 

439,634 

- 

439,634 

439,634 

116,702,097 

69,101,757 

47,600,340 

49,605,933 

Capital  projects  in  progress 

9,684,952 

9,684,952 

2,820,897 

$ 126,387,049 

$ 69,101,757 

57,285,292 

52,426,830 

Less;  Construction  financed  by  debenture  5,794,824  5,954,532 

Unamortized  external  capital  contributions  40^576,286  35,158,151 


Net  investment  in  capital  assets  $ 10,914,182  $ 11,314,147 


Capital  projects  in  progress: 

During  the  year,  major  capital  projects  were  continued  which  will  be  capitalized  as  part  of 
building  and  site  improvements  and  furnishings  and  equipment  when  completed.  These  projects 
are  summarized  as  follows: 

Cousins  Building  conversion,  excluding  asbestos  removal  (Note  21)  $ 9,263,930 

Science  Equipment  (Note  21)  388,562 

Water  fountain  project  32,460 

$ 9,684,952 


b)  Capital  Acquisitions 

Capital  acquisitions  during  the  year  included  certain  donations  in  kind  at  fair  value 
of  $33,268  (2006  - $522,435). 
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Note  7 Unearned  Revenue 


2007  2006 


Contract  programs 
Tuition  fees 
Other 


$ 326,799 

1,569,823 
210,989 


$ 2,107,611 


$ 365,094 
1,107,583 
122,252 


$ 1,594,929 
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Note  8 Deferred  Contributions  and  External  Capital  Contributions 

Deferred  contributions  and  external  capital  contributions  represent  donations  and 
contributions  received  relating  to  future  years  and  unspent  fiinds  for  externally  restricted 
purposes.  Changes  in  the  balances  are  as  follows; 


Contributions  received: 

Grants,  Province  of  Alberta 
Other  contributions 

Investment  income  earned  on  net  assets  externally 
restricted  for  endowment  purposes 
Transferred  to: 

Grants,  Province  of  Alberta 
Donations 

Investment  income  (Note  16) 

Endowments 

Unamortized  external  capital  contributions  (Note  II) 


2007 


$ 6,686,257 
723,347 

275,265 

(1,381,721) 

(111,100) 

(275,265) 

(12,987) 

(7,899,803) 


2006 


$ 9,352,885 
1,343,958 

218,789 

(414,415) 

(324,312) 

(218,789) 

(371,643) 

(4,072,475) 


Increase  (decrease)  during  the  year 


(1,996,007) 


5,513,998 


Balance  at  beginning  of  year 


7,300,879 


1,776,881 


Balance  at  end  of  year 


$ 5,304,872  $ 7,290,879 


The  balances  at  end  of  year  represent  funds  held  for  the  following  purposes: 

2007 


$ 1,403,990 
617,948 
304,585 


2,326,523 


External  capital  contributions: 

Conditionally  ftinded  projects:  Buildings  1,762,703 

Furniture  and  equipment  1,176,825 
Enrolment  planning  envelope  37,750 

Endowment  earnings  1,071 


2,978,349 


$ 5,304,872 


Deferred  contributions: 

Scholarships,  awards  and  bursaries 
Enrolment  planning  envelope 
Other 


2006 


$ 1,203,261 
935,086 
78,949 


2,217,296 


4,842,181 

153,574 

75,381 

2,447 


5,073,583 


$ 7,290,879 
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Note  9 Pension  Costs 


The  College  participates  in  the  Local  Authorities  Pension  Plan  which  is  a multi-employer 
defined  benefit  plan.  The  pension  expense  recorded  in  these  financial  statements  is  equivalent 
to  the  College’s  annual  contributions  payable  of  $2,41 1,617  for  the  year  ended  June  30, 2007 
(2006  - $2,121,806). 

The  College  is  required  to  make  current  service  contributions  to  the  Local  Authorities 
Pension  Plan  of  7.75%  of  pensionable  earnings  up  to  Canada  Pension  Plan  Year’s 
Maximum  Pensionable  Earnings  and  10.64%  for  the  excess.  Employees  are  required  to 
make  current  service  contributions  of  6.75%  of  the  Canada  Pension  Plan  Year’s 
Maximum  Pensionable  Earnings  and  9.64%  for  any  portion  of  the  pensionable  salary  in 
excess. 

Note  10  Debenture  Payable 

The  College  Board  received  approval  of  the  Lieutenant  Governor  in  Council  to  borrow  fimds 
fi*om  the  Alberta  Capital  Finance  Authority  (the  “ACFA”),  an  authority  controlled  by  the 
Province  of  Alberta,  to  finance  the  campus  residence  expansion  project.  A $6,625,000 
debenture  (the  “debenture”)  dated  February  23, 2001,  was  issued  by  the  College  in  favor  of 
ACFA  The  debenture  is  secured  by  a security  agreement  dated  Febmary  23, 2001  between 
the  College  and  ACFA  pursuant  to  which  the  College  granted,  in  favor  of  ACFA,  a security 
interest  in  aU  present  and  after  acquired  intangible  accounts,  monies,  book  debts,  instruments, 
claims  or  rights  and  insurance  proceeds  related  to  the  residence. 

The  debenture,  bearing  interest  at  the  rate  of  6. 125%  per  annum,  is  to  be  repaid  in  annual 
installments  of  $524,424,  principal  and  interest.  The  debenture  is  due  March  1,  2027. 

2007  2006 


Debenture  payable  $ 5,794,824  $ 5,954,532 

Less  current  portion  169,491  159,708 

$ 5,625,333  $ 5,794,824 

The  aggregate  maturities  of  principal  required  over  the  next  five  years  and  to  maturity  are  as 
follows: 


2008 

$ 169,491 

2009 

179,872 

2010 

190,889 

2011 

202,581 

2012 

214,989 

Thereafter 

4.837.002 

Total  debenture  navable  $ 5.794.824 
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Note  1 1 Unamortized  External  Capital  Contributions 

Unamortized  external  capital  contributions  represent  the  external  funds  invested  in  capital 
assets  which  will  be  recognized  as  revenue  in  hiture  periods.  Changes  in  the  unamortized 
external  capital  contributions  balance  are  as  follows: 


Balance  at  beginning  of  year 
Add  amount  transferred  from  external 
capital  contributions  (Note  8) 
Adjustment  to  prior  year  amount  transferred 
from  external  capital  contributions 
Less  amount  amortized  to  revenue 

Balance  at  end  of  year 


2007  2006 

$ 35,158,151  $ 33,332,948 

7,899,803  4,072,475 

(265,040) 

(2,216,628)  (2,247,272) 

$ 40,576,286  $ 35,158,151 
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Note  12  Net  Assets  Internally  Restricted 


Net  assets  mtemaUy  restricted  are  held  for  the  following  purposes; 


Transfers  to  and  from 
Unrestricted  Net  Assets 


Balance  at 
Beginning 
of  Year 

Deduct 

Funds 

Expended 

Add 

Funds 

Appropriated 

Balance 

at  End 
of  Year 

Staff  and  program  development 

$ 660,607 

$ 190,536 

$ 379,316 

$ 849,387 

Foundation  general  reserve 

College  fimded  scholarships 

49,846 

839,952 

792,618 

2,512 

endowment  earnings 

139,112 

4,500 

11,746 

146,358 

Other  endowment  earnings 

76,412 

83,356 

94,746 

87,802 

Kodiak  Team  fund 

76,935 

111,481 

91,395  , 

56,849 

Other 

- 

1,330 

1,330 

- 

1,002,912 

1,231,155 

1,371,151 

1,142,908 

Capital  replacement 

1,314,281 

1,771,455 

2,072,724 

1,615,550 

$2,317,193 

$ 3,002,610 

$ 3,443,875 

$ 2,758,458 

The  net  transfer  from  Unrestricted  Net  Assets  for  the  year  ended  June  30,  2007  comprises: 

Funds  returned  $ 3,002,610 

Funds  appropriated  3,443,875 

$ (441,265) 
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Note  13  Endowments 


Endowments  cx)nsist  of  restricted  donations  to  the  College  and  internal  allocations  by  the 
Board  of  Governors,  the  principal  of  which  is  required  to  be  maintained  intact.  The 
investment  income  generated  from  endowments  must  be  used  in  accordance  with  the  various 
purposes  established  by  the  donors  or  the  Board  of  Governors.  Endowments  comprise  the 
following; 


2007 

2006 

Externally 

Funded 

Internally 

Funded 

Total 

Total 

Ronald  Tiffin  Agricultural 
Endowment  Fund 

$ 1,115,115 

$ 331,668 

$ 1,446,783 

$ 1,412,939 

Scholarships 

3,791,317 

65,258 

3,856,575 

3,592,157 

Kodiak  Athletics  Fund 

210,148 

89,021 

299,169 

290,365 

Talbot  Education  Fund 

115,565 

50,082 

165,647 

161,740 

Industrial  Technology  Fund 

62,500 

36,500 

99,000 

96,684 

Native  Canadian  Fund 

28,200 

21,439 

49,639 

47,423 

Environmental  Fund 

9,104 

6,875 

15,979 

15,265 

$ 5,331,949 

$ 600,843 

$ 5,932,792 

$ 5,616,573 

Note  14  Grants 

Grant  revenue  consists  of  amounts  received  from  the  following  sources: 


2007  2006 


Budget 

Actual 

Actual 

(Note  22) 

Albata  Advanced  Education 

$ 

33,781,108 

$ 34,233,721 

$ 30,557,394 

Alberta  Infrastructure  and  Transportation 

98,000 

862,543 

358,878 

Other  Alberta  Government 

departments 

554,242 

642,592 

774,969 

Govemmait  of  Canada  sources 

585,220 

341,700 

460,998 

Other  sources 

256,470 

184,403 

119,895 

$ 

35,275,040 

$ 36,264,959 

$ 32,272,134 
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Note  15  Sales,  Rentals  and  Services 

Sales,  rentals  and  services  revenue  and  direct  expense  are  summarized  as  follows: 

. 2007 2006 

Direct  Expense 

Total 

Cost  of  Direct 


Revenue 

Sales 

Other 

Expense 

Net 

Net 

Sales,  rentals  and  non-ancillaiy 

services 

$ 1,219,285 

$ 445,285 

$ 

$ 445,285 

$ 774,000 

$ 604,567 

Ancillaiy  services  (Note  17): 

Bookstore 

2,656,996 

1,977,705 

258,033 

2,235,738 

421,258 

474,783 

Cafeteria 

846,602 

524,297 

260,961 

785,258 

61,344 

47,716 

Residence 

1,700,057 

- 

1,916,378 

1,916,378 

(216,321) 

(282,973) 

Parking 

482,013 

193,236 

193,236 

288,777 

258,512 

Meat  Store 

- 

- 

- 

- 

- 

(1.882) 

Daycare  centre 

254,587 

- 

269,723 

269,723 

(15,136) 

(16,750) 

Physical  Education  budding 

204,876 

12,480 

365,242 

377,722 

(172,846) 

(163,237) 

Health  services 

88,040 

- 

149,826 

149,826 

(61,786) 

(21,312) 

Athletics  - special  events 

40,381 

- 

39,027 

39,027 

1,354 

38 

6,273,552 

2,514,482 

3,452,426 

5,966,908 

306,644 

294,895 

$ 7,492,837 

$ 2,959,767 

$ 3,452,426 

$ 6,412,193 

$ 1,080,644 

$ 899,462 

Note  16  Investment  Income 


2007  2006 


Investment  earnings  on  net  assets  restricted 

for  endowment  purposes  (Note  8)  $ 275,625  $218,789 

Add  investment  income  from 

other  sources  993,439  442,606 


Total  investment  income  recognized 

as  revenue  $ 1,269,064  $ 661,395 
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Note  17  Expense  by  Function 


Instruction  encompasses  all  formal  educational  and  instructional  program  elements. 
Academic  support  includes  all  activities  that  directly  support  the  educational  and  instructional 
elements  such  as  academic  administration,  library  and  audio-visual  services.  Student  services 
include  all  scholarships,  bursaries  and  activities  or  services  to  the  student  body  of  the  College. 
Institutional  support  includes  all  activities  that  provide  institution-wide  support  to  other 
programs. 


2007  2006 


Budget 

Actual 

Actual 

(Note  22) 

Instruction 

$ 27,699,257 

$ 29,219,663 

$ 24,955,887 

Academic  support 

5,016,108 

4,750,681 

4,052,405 

Student  services 

3,080,998 

4,383,878 

3,937,011 

Institutional  support 

12,083,151 

11,467,457 

9,526,318 

Ancillary  services  (Note  15) 

6,422,110 

5,966,908 

5,791,303 

Computer  services 

4,013,586 

3,814,627 

3,206,526 

Amortization  of  capital  assets 

4,328,951 

4,753,086 

4,507,902 

62,644,161 

64,356,300 

55,977,352 

Less  amortization  of  capital  assets 

- Ancillary  services 

362,491 

353,890 

358,467 

$ 62,281,670 

$ 64,002,410 

$ 55,618,885 
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Note  18  Salaries  and  Benefits 


2007 


2006 


Other  Non- 

Number  of 

Other  Cash 

Cash 

Number  of 

Individuals^*^ 

Base  Salary^^ 

Benefits 

Benefits 

Total 

Individuals^*^ 

Total 

Chamnan  of  the 

Board  of  Governors 

Board  members^*^ 

1.0 

9.0 

$ 4,920 

19,700 

$ 44 

628 

$ 4,964 

20,328 

1.0 

9.0 

$ 4,507 

17,770 

10.0 

24,620 

672 

25,292 

10.0 

22,277 

President® 

1.0 

166,770 

. 

19,028 

185,798 

1.0 

189,678 

Vice  President 

Corporate  Services 

1.0 

141,752 

- 

18,436 

160,188 

1.0 

149,756 

Vice  President 

Enrolment  Management 

1.0 

128,180 

- 

19,334 

147,514 

1.0 

135,656 

Vice  President 

Academic  & Chief  Learning  0£Qce 

1.0 

128,180 

- 

19,139 

147,319 

0.6 

78,797 

Dean 

Agriculture,  Trades  & Tech 

- 

- 

- 

- 

- 

0.4 

50,283 

Dean 

Applied  Management 

1.0 

118,730 

- 

14,782 

133,512 

1.0 

114,809 

Dean 

Health,  Justice  & Human  Setv 

1.0 

116,133 

- 

18,123 

134,256 

1.0 

121,788 

Dean 

Applied  Arts  & Sciences 

1.0 

112,520 

- 

18,131 

130,651 

1.0 

118,699 

Dean 

Teaching,  Leanung  & Innovation 

1.0 

98,600 

- 

16,076 

114,676 

1.0 

135,547 

Executive  Director 

Advancement 

0.3 

43,333 

- 

8,447 

51,780 

- 

- 

Directors/Managers 

22.4 

1,715,212 

- 

308,952 

2,024,164 

21.7 

1,899,446 

(average;  2007  - $90,364, 

2006  - $87,532) 

Other  salaried  staff: 

Administration 

31.5 

2,188,399 

61,622 

316,603 

2,566,624 

33.6 

2,283,275 

(average:  2007  - $81,480 

2006  - $67,955) 

Academic  (average;  2007  - $94,352 

193.7 

15,551,712 

56,118 

2,668,163 

18,275,993 

188.1 

15,798,631 

2006  - $83,990) 

Support  (average:  2007  - $45,586 

188.8 

6,867,218 

101,032 

1,638,308 

8,606,558 

196.4 

8,858,426 

2006  - $45,104) 

Non-salaiied  staff:® 

Administration 

351,280 

294 

14,364 

365,938 

547,840 

Academic 

3,551,338 

- 

294,135 

3,845,473 

4,077,880 

Support 

2,444,071 

26,682 

168,030 

2,638,783 

1,483,038 

444.7 

33,723,428 

270,368 

5,560,723 

39,554,519 

447.8 

36,065,826 

Other  payroll  adjustments: 

Severance  payments® 

- 

- 

- 

158,126 

Vacation  accruals 

38,494 

- 

38,494 

88,227 

Memberships  and  tuitions 

- 

(4,034) 

(4,034) 

(8,201) 

Curriculum  development  costs  in  progress 

(60,693) 

- 

(60,693) 

(48,308) 

Early  Retirement  Payments  ® 

3,591,031 

17,267 

3,608,298 

- 

Addition  on  capital  projects 

- 

- 

- 

- 

(43,334) 

$ 37,292,260 

$ 270,368 

$5,573,956 

$ 43,136,584 

$ 36,212,336 
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Note  18  Salaries  and  Benefits  (continued) 


(a) 

(b) 


(c) 

id) 


(e) 


if) 

(g) 


(h) 


Except  for  Board  members,  the  number  of  individuals  is  expressed  as  fuU-time  equivalents.  The 
total  actual  discrete  number  of  individual  employees  at  June  30, 2007  was  1,463  (2006  - 1,471). 

Salary  includes  regular  base  pay,  shift  differential,  sick-time  payments  and  any  other  direct  cash 
remuneratioiL 

Other  cash  benefits  include  bonuses,  overtime,  vacation  payouts,  lump  sum  payments  and  honoraria 
Benefits  and  allowances  include  the  employer’s  share  of  all  employee  benefits  and  contributions  or 
payments  made  on  behalf  of  employees  including  pension  plans.  Employment  Insurance,  Workers’ 
Compensation,  health  care,  dental  coverage,  group  life  insurance,  accidental  disability  and 
dismemberment,  educational  sabbaticals,  vehicle  allowances,  professional  memberships,  club 
memberships  and  remission  of  tuition  fees. 

Board  members  include  one  representative  fi'om  each  of  the  academic  and  support  staff.  This  includes 
their  stipends  as  Board  members,  while  their  salaries  and  benefits  as  iull-time  employees  are  included 
under  other  salaried  staff. 

An  executive  cortq}ensation  padmge  includes  an  automobile  provided  to  the  President  The 
automobile  is  not  included  in  the  value  of  benefits  disclosed  on  the  schedule. 

Non-salaried  staff  comprises  individuals  who  work  less  than  29  hours  per  week;  ben^ts  con^  of 
contributions  to  Employment  Insurance,  Canada  Pension  Plan  and  Workers’  Compensation.  In 
additiort  for  continuing  employees  working  more  than  15  hours  a wedc,  benrfits  also  include  health 
care,  dental  coverage,  group  life  insurance,  accidental  death  and  dismemberment  and  vacation  payouts. 
Severance  payments  and  early  retirement  payments  include  all  monies  paid,  directly  or  on  behalf  of  an 
employee,  iq>on  termination.  During  the  year,  the  College  offered  an  early  retirement  pactoge  for 
which  70  (2006  - 1 redundant  position)  employees  accepted.  The  total  estimated  cost  of  $3,608,298 
(2006  - $158,126)  has  been  recorded  as  salaries  and  ben^ts  ejqjense  on  the  2007  statement  of  revenue 
and  expense.  As  at  June  30, 2007, 26  en^loyees  retired  and  were  paid  $1,024,808.  The  balance  of 
$2,583,490  will  be  paid  to  the  remaining  44  employees  over  the  sid^sequent  two  years,  and  is  include 
in  accounts  payable  and  accmed  liabilities  on  the  statement  of  financial  position 


Note  19  Related  Party  Transactions 


a)  The  College  is  a Provincial  Corporation  as  aU  members  of  the  Board  of  Governors  are 
appointed  by  a combination  of  orders  by  the  Lieutenant  Governor  in  Council  and  the 
Minister  of  Alberta  Advanced  Education.  Transactions  between  the  College  and  the 
Province  are  described  in  Notes  4,  8,  10,  14  and  19  d)  to  the  financial  statements. 

b)  The  College  accounts  for  fijnds  of  certain  associations  and  clubs  related  to  College 
activities  through  Funds  Held  on  Behalf  of  Others  (Note  20).  Certain  administrative 
services  are  provided  without  charge  to  these  entities. 
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Note  19  Related  Party  Transactions  (continued) 

c)  During  the  year,  the  College  engaged  the  services  o^  and  purchased  goods  from, 
organizations  that  are  controlled  or  significantly  influenced  by  members  of  its  Board. 
Amounts  of  any  such  services  were  determined  through  fair  and  open  competition  in 
the  normal  course  of  operations.  For  the  year  ended  June  30,  2007,  the  value  of  such 
goods  and  services  was  $10,810  (2006  - $12,397). 

d)  During  the  year,  the  College  engaged  the  services  of,  and  purchased  goods  from, 
entities  consolidated  within  the  Government  of  Alberta.  Amounts  of  any  such  services 
were  determined  through  fair  and  open  competition  in  the  normal  course  of  operations. 
For  the  year  ended  June  30,  2007,  the  value  of  such  goods  and  services  purchased  was 
$307,390  (2006  - $323,897).  The  value  of  goods  and  services  provided  was 
$1,270,248  (2006  - $1,449,895). 

e)  The  College  administers  a program  that  permits  advances  to  staff  members  for  the 
specific  purpose  of  acquiring  and  maintaining  technological  currency  in  computer 
hardware  and  software  developments.  Such  advances  are  repaid  over  a maximum 
period  of  two  years  at  the  prescribed  interest  rate.  The  balance  of  advances 
outstanding  as  at  June  30, 2007  was  $3 1,525  (2006  - $22,176). 


Note  20  Funds  Held  on  Behalf  of  Others 

Lethbridge  College  provides  administrative  services  and  administers  funds  on  behalf  other  of 
organizations.  These  amounts  are  held  in  trust  but  are  not  included  in  the  College’s 
statement  of  financial  position  and  are  summarized  as  follows: 


Lethbridge  College  Students  Association, 
clubs  and  activities 
Chinook  Educational  Consortium 
Associated  agencies 
Other  agencies 

Agricultural  and  research  projects 


2007 

2006 

$ 936,022 

$ 821,800 

627,760 

518,477 

24,747 

147,437 

231,150 

96,785 

23,419 

44,919 

$ 1,843,098  $ 1,629,418 
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Note  21  Commitments  and  Contingencies 


a)  The  College  leases  facilities  and  equipment  with  lease  terms  up  to  five  years.  The 
minimum  operating  lease  payments  for  each  of  the  next  five  fiscal  years  are  as 
follows: 


2008 

$ 868,735 

2009 

544,859 

2010 

240,602 

2011 

24,898 

2012 

2,033 

b)  During  the  year,  Lethbridge  College  continued  with  two  major  capital  projects,  an 
administration  technology  infi-astructure  upgrade  and  a major  conversion  of  the  Cousins 
Building.  As  at  June  30,  2007,  the  College  had  commitments  in  relation  to  these  projects 
as  follows: 


Contract 

Exoended 

Commitments 

Technology  Infi-astructure  Upgrade: 

Consulting 

$ 5,588,811 

$ 5,188,324 

$ 400,487 

Software  and  implementation 

3,446,891 

3,261,779 

185,112 

Technology  Systems 

2.472.404 

1.584.571 

887.833 

11.508.106 

10.034.674 

1.473.432 

Cousins  Building  (Note  6): 

Consulting  and  design 

750,000 

729,886 

20,114 

Building  renovations 

9,732,776 

8,534,044 

1,198,732 

Asbestos  removal 

531,662 

531,662 

- 

Science  equipment 

1.000.000 

388.562 

611.438 

12.014.438 

10.184.154 

1.830.284 

Total  capital  projects 

$ 23.522.544 

$ 20.218.828 

$ 3.303.716 

c)  During  the  year,  Lethbridge  College  entered  into  a contract  in  the  amount  of  $254,250 
for  renovations  on  a residence  building.  As  at  June  30,  2007,  the  College  had  a remaining 
commitment  of  $109,280  on  this  project. 
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Note  21 


Commitments  and  Contingencies  (continued) 


d)  The  College,  in  conduct  of  its  nomial  activities,  is  named  a defendant  in  a legal 
proceeding.  While  the  ultimate  outcome  of  this  proceeding  cannot  be  predicted  at  this 
time,  it  is  the  opinion  of  the  administration  that  adequate  provision  for  this  proceeding 
has  been  made  in  the  College’s  accounts.  It  is  believed  that  the  resolution  of  the 
proceeding  will  not  have  a material  effect  on  the  financial  position  of  the  College, 
however,  should  any  additional  loss  result  fi-om  the  resolution  of  this  proceeding,  such 
amounts  would  be  expensed  as  the  related  amounts  become  known  to  the  College. 

e)  The  College  has  not  recognized  a liability  for  certain  obligations,  primarily  special 
handling  for  the  removal  and  disposal  of  asbestos  fi'om  facilities  and  equipment,  except  as 
related  to  the  Cousins  Building  renovations.  As  at  June  30,  2007,  the  College  has 
expended  $53 1,662  for  such  removal.  The  fair  value  of  the  remaining  obligations,  if  any, 
cannot  be  reasonably  estimated  as  the  settlement  dates  are  unknown. 


Note  22  Budget 

The  2007  budget  was  approved  by  the  Board  of  Governors  on  June  20,  2006  and  submitted 
to  the  Mnister  of  Advanced  Education  on  June  28,  2006. 

Note  23  Pledges 

As  at  June  30,  2007,  outstanding  pledges  comprise  the  following; 

Endowments  $ 135,610 

Comprehensive  fundraising  campaign  75,500 

Other  90.377 

Total  $ 301.487 

These  amounts  have  not  been  recogmzed  as  revenue  in  the  financial  statements.  The  pledges 
are  expected  to  be  collected  over  the  next  four  years  as  follows: 


2008 

2009 

2010 
2011 


$ 271,502 

28,590 
1,340 
55 


Total 


$ 301,482 
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Note  24  Comparative  Figures 

Certain  comparative  figures  have  been  reclassified  to  conform  with  the  financial 
statements  presentation  adopted  in  the  current  year. 

Note  25  Approval  of  Consolidated  Financial  Statements 

These  consolidated  financial  statements  have  been  approved  by  the  Board  of  Governors. 
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MEDICINE  HAT  COLLEGE 


CONSOLIDATED  FINANCIAL  STATEMENTS 
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AUDITOR 

GENERAL 

Alberta 


d GU 

m M 


roRl 

RAL  r 


Auditor’s  Report 


To  the  Board  of  Governors  of  the  Medicine  Hat  College 


I have  audited  the  consolidated  statement  of  financial  position  of  the  Medicine  Hat  College  as  at 
June  30,  2007  and  the  consolidated  statements  of  operations  and  changes  in  net  assets  and  cash 
flows  for  the  year  then  ended.  These  financial  statements  are  the  responsibility  of  the  College’s 
management.  My  responsibility  is  to  express  an  opinion  on  these  financial  statements  based  on 
my  audit. 

I conducted  my  audit  in  accordance  with  Canadian  generally  accepted  auditing  standards.  Those 
standards  require  that  I plan  and  perform  an  audit  to  obtain  reasonable  assurance  whether  the 
financial  statements  are  free  of  material  misstatement.  An  audit  includes  examining,  on  a test 
basis,  evidence  supporting  the  amounts  and  disclosures  in  the  financial  statements.  An  audit  also 
includes  assessing  the  accounting  principles  used  and  significant  estimates  made  by 
management,  as  well  as  evaluating  the  overall  financial  statement  presentation. 

In  my  opinion,  these  consolidated  financial  statements  present  fairly,  in  all  material  respects,  the 
financial  position  of  the  College  as  at  June  30,  2007  and  the  results  of  its  operations  and  its  cash 
flows  for  the  year  then  ended  in  accordance  with  Canadian  generally  accepted  accounting 
principles. 


Edmonton,  Alberta 
September  14,  2007 
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MEDICINE  HAT  COLLEGE 

CONSOLIDATED  STATEMENT  OF  FINANCIAL  POSITION 

AS  AT  JUNE  30, 2007 


2006 

ASSETS 

Current: 

Cash  and  cash  equivalents  (Note  3) 

$ 'a:448;47J 

$ 

9,379,027 

Accounts  receivable 

787,144 

Inventories 

'-'228,3&3 

272,830 

Prepaid  expenses 

280,149 

10,719,150 

Investments  (Note  3) 

9,437,213 

Capital  assets  (Note  4) 

44,732,650 

54,169,863 

$ ^ 69,851:^13 

$ 

64,889,013 

N-  V 

LIABILITIES  AND  NET  ASSETS  V i " 

Current: 

Accounts  payable  and  accrued  liabilities 

$ -4,585,939 

$ 

1,868,373 

Accrued  vacation  pay 

' f - 7X^886 

663,867 

Unearned  revenue  (Note  5) 

t 93i«2fl 

805,080 

Deferred  contributions  (Note  6) 

.2,725,667 

2,316,720 

Current  portion  of  long  term  debt  (Note  7) 

: ; '^298 

89,692 

. 6;:^6io 

5,743,732 

Construction  payables 

1,113,740 

Deferred  capital  contributions  (Note  6) 

2,709;4O1 

2,586,976 

Long  term  debt  (Note  7) 

3,601,286 

Unamortized  deferred  capital  contributions  (Note  8) 

29,441,596 

;37,94l:^l 

36,743,598 

Net  Assets: 

Unrestricted 

5,229,767 

Internally  restricted  (Note  9) 

2,740,000 

Invested  in  capital  assets  (Note  10) 

-;-i2,53^1 

11,600,076 

■ 22,^640  ■ 

19,569,843 

Endowments  (Note  11) 

:}3,^J62 

2,831,840 

'^5^^402 

22,401,683 

$ 69^^^13 

$ 

64,889,013 

The  accompanying  notes  are  part  of  these  consolidated  financial  statements. 


Commitments  and  contingencies  (Note  21) 
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MEDICINE  HAT  COLLEGE 

CONSOLIDATED  STATEMENT  OF  OPERATIONS 

FOR  THE  YEAR  ENDED  JUNE  30,  2007 


Revenue: 

Grants  (Note  13) 

Tuition  and  related  fees 
Sales,  rentals  and  services 
Donations  (Note  6) 

Investment  income  (Note  14) 

Amortization  of  deferred  capital  contributions 

Expense:  (Note  15) 

Salaries  and  benefits  (Note  18) 

Supplies  and  services 
Utilities 

Scholarships  and  bursaries 
Cost  of  goods  sold 
Interest  on  long  term  debt 
Amortization  of  capital  assets 


Excess  of  re  venue  over  expense 

The  acconpanying  notes  are  part  of  these  consolidated 


2007  2006 


Budget 

Actual^,  - 

Actual 

(Note  23) 

25,227,900 

- ' I 

S ' -_25,^d^S  $ 

22,777,468 

10,018,700 

93^541- 

9,491,529 

3,712,300 

xmm- 

3,414,688 

128,800 

: .12®06y 

103,257 

525,000 

■r 

754319 

1,339,000 

1,238,157 

40,951,700 

37,779,618 

24,816,700 

./24,&S451_ 

22,186,725 

8,341,200 

8,421,163 

7,510372 

967,500 

' 1,0^5,451 

931,017 

270,000 

' 2?63S5 

232,272 

1,201,000 

1,239,603 

1,141,437 

230,000 

f_  ---  2^9,765- 

235,095 

2,909,200 

'2,906378 ' 

2,490,654 

38,735,600 

, 38,^87,296' 

34,727,772 

2,216,100 

3,051,846 

financial  statements . 
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MEDICINE  HAT  COLLEGE 

CONSOLIDATED  STATEMENT  OF  CHANGES  IN  NET  ASSETS 

FOR  THE  YEAR  ENDED  JUNE  30, 2007 


Unrestricted 

Internally 

Restricted 

Invested  in 

Capital  Assets  Endowments  Total 

(Note  9) 

(Note  10)  (Note  11) 

Excess  of  revenue 

over  expense 

$ 2,959,797 

$ 

- 

$ 

$ 

- 

$ 2,959,797 

Transfers  for: 

Acquisition  of  capital  assets 

(2,391,122) 

- 

2,391,122 

- 

- 

Amortization  of  capital  assets 

1,505,029 

- 

(1,505,029) 

- 

- 

Repayment  of  bngterm 
debt 

(89,692) 

- 

89,692 

- 

- 

Internal  restrictions  - net 

450,000 

(450,000) 

- 

- 

- 

Endowment  contributions 

- 

- 

- 

407,922 

407,922 

Increase  (decrease)  in 

Net  Assets 

2,434,012 

(450,000) 

975,785 

407,922 

3,367,719 

Net  Assets,  beginnii^  of  year 

5m767 

2,740,000 

11,600,076 

2,831,840 

22,401,683 

Net  Assets,  end  of  year 

$ 7,663,779 

$ 

230,000 

$ 12375,861 

$ 

339,762 

$ 25,769,402 

The  accompanying  notes  are  part  of  these  consolidated  financial  statements. 


2006 

Total 

$ 3,051,846 


200,196 

3,252,042 
19,149,641 
$ 22,401,683 
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MEDICINE  HAT  COLLEGE 
CONSOLIDATED  STATEMENT  OF  CASH  FLOWS 
FOR  THE  YEAR  ENDED  JUNE  30,  2007 


Operating  activities: 

Excess  of  revenue  over  expense 
Non-cash  transactions: 

Amortization  of  capital  assets 
Amortization  of  deferred  capital  contributions 

Net  changes  in  non-cash  working  capital  (Note  19) 
Cash  generated  through  operating  activities 

Investing  activities: 

Acquisition  of  capital  assets 

Redemption  (purchase)  of  long-term  investments 

Cash  used  in  investing  activities 

Financing  activities: 

Capital  contributions 
Construction  payables 
Repayment  of  long  term  debt 
Endowment  contributions 

Cash  generated  through  financing  activities 

Increase  (decrease)  in  cash  and  cash  equivalents 

Cash  and  cash  equivalents,  beginning  of  year 

Cash  and  cash  equivalents,  end  of  year 


2007  2006 


Budget 

^Actual  ^ 

Actual 

(Note  23) 

2,216,100  $ 

Z959,797  $ 

3,051,846 

2,909,200 

Z9Q^m% 

2,490,654 

(1,339,000) 

. <L40f34^ 

(1,238,157) 

3,786300 

4,46^26^ 

4,304343 

114,000 

''449fl?9 

2,196,534 

3,900,300 

6300,877 

(6,921,800) 

, (5326145) 

(4,470,587) 

666,000 

: '(531,396) 

(467373) 

(6,255,800) 

■ (5;85744t> 

(4,938,160) 

2,325,000 

' 34)48,44S' 

5334,890 

(916,000) 

' -(353398) 

(107,674) 

(90,400) 

. ' '(89,«3) 

(84,416) 

100,000 

' 407.922 

200,196 

1,418,600 

_ 3,013,080 

5342,996 

(936,900) 

7,105,713 

4,482331 

9379,027 

2373,314 

3445,431  * 

' 11X8,471  i 

9379,027 

The  acconpanying  notes  are  part  of  these  consolidated  financial  statements. 
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MEDICINE  HAT  COLLEGE 


NOTES  TO  THE  CONSOLIDATED  FINANC14L  STATEMENTS 
JUNE  30, 2007 


Note  1 Authority  and  Purpose 

Medicine  Hat  College  (the  “College”)  operates  under  the  authority  of  the  Post-Secondary  Learning 
Act,  Statutes  of  Alberta  2003,  Chapter  P-19.5.  The  College  is  exempt  from  payment  of  income  tax 
under  section  149  of  the  Income  Tax  Act. 

The  College  provides  broadly  based  educational  and  training  programs  and  services  to  students  and 
local  communities. 


Note  2 Summary  of  SigniHcant  Accounting  Policies  and  Reporting  Practices 

These  consohdated  financial  statements  have  been  prepared  in  accordance  with  Canadian  generally 
accepted  accounting  principles.  The  measurement  of  certain  assets  and  liabilities  is  contingent  upon 
future  events;  therefore,  the  preparation  of  these  consolidated  financial  statements  requires  the  use  of 
estimates,  which  may  vary  from  actual  results.  The  following  accounting  policies  and  reporting 
practices  are  considered  significant. 

(a)  Consolidated  Financial  Statements 

These  consolidated  financial  statements  include  the  accounts  of  the  Medicine  Hat  College 
Foundation.  The  Foundation  operates  under  part  9 of  the  Companies  Act  of  Alberta.  The 
Foundation  is  a registered  charity  and  is  exempt  from  payment  of  income  tax. 

(b)  Revenue  Recognition 

Unrestricted  contributions  are  recognized  as  revenue  in  the  period  they  are  receivable. 

Amounts  received  for  tuition  fees,  and  sale  of  goods  and  services  are  recognized  as  revenue  at 
the  time  the  goods  are  delivered  or  the  services  are  provided. 

Externally  restricted  non-capital  contributions  are  deferred  and  are  recognized  as  revenue  in  the 
period  in  which  the  related  expenses  are  incurred.  Externally  restricted  amounts  can  only  be 
used  for  purposes  designated  by  the  contributor. 
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Note  2 Summary  of  Significant  Accounting  Policies  and  Reporting  Practices  (continued) 

(b)  Revenue  Recognition  (continued) 

Externally  restricted  capital  contributions  are  recorded  as  deferred  capital  contributions  until  the 
amount  is  invested  in  capital  assets.  Amounts  invested  in  capital  assets  are  then  transferred  to 
unamortized  deferred  capit2il  contributions.  Unamortized  deferred  capital  contributions  are 
taken  into  income,  as  amortization  of  deferred  capital  contributions,  in  the  periods  that  the 
related  funded  capital  asset  is  amortized. 

Externally  restricted  contributions  containing  stipulations  that  the  amounts  should  be  retained  as 
net  assets,  or  that  the  contributions  should  not  be  expended,  are  recorded  as  direct  increases  in 
net  assets.  Such  stipulations  would  include  contributions  made  for  endowment  purposes  or  to 
be  used  to  acquire  non-amortizable  property. 

Contributions  of  materials  and  services  that  would  otherwise  have  been  purchased  are  recorded 
at  fair  market  value  when  a fair  market  value  can  be  reasonably  determined. 

Revenue  from  long-term  education  contracts  is  determined  on  the  percentage  of  completion 
method.  Provisions  are  made  for  all  anticipated  losses  as  soon  as  they  become  evident. 

(c)  Net  Assets  Internally  Restricted 

Net  assets  internally  restricted  represent  amounts  set  aside  by  the  College  Board  of  Governors  to 
be  used  for  designated  purposes. 

(d)  Investments 

Investments  are  recorded  at  cost  or  amortized  cost.  Gains  and  losses  on  investments  are 
recognized  when  securities  are  liquidated,  or  when  there  is  an  other  than  temporary  decline  in 
the  value  of  an  investment.  Amortization  of  discount  or  premium  is  on  a straight-line  basis  over 
the  life  of  the  investment. 

(e)  Inventories 

Inventories  held  for  resale  are  valued  at  the  lower  of  cost  or  net  realizable  value,  with  cost 
determined  on  a first-in-first-out  basis. 

(f)  Capital  Assets 

Land  transferred  to  the  College  from  the  City  of  Medicine  Hat,  and  donated  land,  are  recorded 
at  fair  market  value  at  the  date  of  transfer. 
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Note  2 Summary  of  Significant  Accounting  Policies  and  Reporting  Practices  (continued) 


(f)  Capital  Assets  (continued) 

Buildings  and  renovations  are  recorded  at  June  30,  1989  amortized  replacement  cost  as 
determined  by  an  independent  appraisal,  with  subsequent  additions  at  cost. 

Site  improvements  are  recorded  at  January  1,  1983  replacement  cost  as  determined  by  an 
independent  appraisal,  with  subsequent  additions  at  cost. 

Furnishings  and  equipment  are  recorded  at  cost  except  for  items  acquired  prior  to  July  1,  1984, 
which  are  recorded  at  estimated  cost  as  determined  by  the  College.  Donated  assets  are  recorded 
at  fair  market  value  at  the  time  of  donation. 

Library  acquisitions  are  recorded  at  cost  and  are  comprised  of  books,  audiovisual  software  and 
periodicals. 

Construction  in  progress  includes  direct  construction,  architectural  and  engineering  costs. 
Construction  in  progress  is  not  amortized  until  construction  is  completed  and  the  assets  are 
ready  for  productive  use. 

Amortization  is  recorded  on  a straight-line  basis  over  the  assets’  useful  lives,  which  are  as 
follows: 


Buildings  and  renovations 

Site  improvements 

Furniture  and  equipment 

Library  acquisitions 

Systems  planning  and  development 


40  years 
25  years 


5 to  25  years 


10  years 
10  years 


(g)  Future  Employee  Benefits 

The  College  participates  in  the  Local  Authorities  Pension  Plan  (LAPP).  This  pension  plan  is  a 
multi-employer  defined  benefit  plan  that  provides  pensions  for  the  College’s  participating 
employees,  based  upon  years  of  service  and  earnings. 

Pension  costs  included  in  these  financial  statements  comprise  the  amount  of  employer 
contributions  required  for  its  employees  during  the  year,  based  on  rates  which  are  expected  to 
provide  for  benefits  payable  under  the  LAPP  pension  plan.  The  College  does  not  record  the 
College’s  portion  of  the  pension  plan’s  deficit  or  surplus. 
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Note  2 Summary  of  Significant  Accounting  Policies  and  Reporting  Practices  (continued) 

(h)  Financial  Instruments 

The  College’s  financial  instruments  consist  of  cash  and  short-term  investments,  accounts 
receivable,  investments,  accounts  payable  and  accrued  liabilities,  accrued  vacation  pay, 
construction  payables,  and  long-term  debt. 

The  business  risks  associated  with  financial  instruments  are  categorized  as  currency  risk  (the 
risk  that  the  value  of  a financial  instrument  will  fluctuate  due  to  changes  in  foreign  exchange 
rates);  interest  rate  risk  (the  risk  that  the  value  of  a fmancial  instrument  will  fluctuate  due  to 
changes  in  market  interest  rates);  and  market  risk  (the  risk  that  the  value  of  a fmancial 
instrument  will  fluctuate  as  a result  of  changes  in  market  prices). 

It  is  management’s  opinion  that  the  College  is  not  exposed  to  significant  currency,  interest  or 
market  risks  arising  from  these  fmancial  instruments.  The  fair  value  of  these  financial 
instruments  approximates  their  carrying  value,  unless  otherwise  noted. 

Note  3 Cash,  Cash  Equivalents  and  Investments 


2007 

2006 

Cash  and 

Cash 

Total 

Market 

Total 

Market 

Equivalents  Investments 

Cost 

Value 

Cost 

Value 

Cash  on  hand  $ 

9,100  $ 

$ 9,100  $ 

9,100  $ 

8300  $ 

8300 

Bank  balances 

11,439371 

11,439371 

11,439371 

2,870,727 

2,870,727 

Term  deposits 

- 

- 

- 

6300,000 

6300,000 

Bond  fund 

7393,700 

7393,700 

7,314,606 

6,868311 

6,601,671 

Canadian  equity 
fund 

1,444,034 

1,444,034 

1,781,666 

1,633,877 

1,799,636 

Foreign  equity 
fund 

930,875 

930,875 

967,124 

935,125 

908,073 

$ 

11,448,471  $ 9,968,609 

$ 21,417,080  4 

21,511,867  $ 

18,816240  5 

18,688,407 

The  Board  of  Governors  has  an  approved  investment  policy  covering  both  short  and  long-term 
investments  of  the  College.  The  primary  investment  objectives,  in  order  of  priority,  are  as 
follows: 

a)  Preservation  of  invested  capital  amounts. 

b)  Provision  of  stable  and  predictable  returns. 

c)  Maximization  of  return  on  invested  capital  amounts. 
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Note  3 Cash,  Cash  Equivalents  and  Investments  (continued) 

The  investment  policy  requires  the  following: 

a)  That  the  external  investment  manager  must  be  appointed  by  the  Board  of  Governors. 

b)  Investments  in  equities  or  corporate  fixed  income  securities  must  be  managed  by  the  external 
investment  manager  of  record. 

c)  Investments  in  cash  equivalent  securities  must  have  a rating  equal  to  or  higher  than  “Rl”  or  “Al”. 

d)  Investments  in  fixed  income  securities  must  have  a rating  equal  to  or  higher  than  “Rl”  or  “Al”, 
with  the  exception  that  up  to  20%  of  the  fixed  income  securities  can  be  invested  in  “BBB-rated” 
bonds  or  “Rl  low”  rated  paper. 

e)  Investment  in  corporate  fixed  income  securities  cannot  exceed  50%  of  the  externally  managed 
portfolio. 

f)  Investment  in  any  single  corporate  fixed  income  security  cannot  exceed  10%  of  the  value  of  all 
corporate  fixed  income  security  holdings. 

g)  Investment  in  any  single  fixed  income  security  cannot  exceed  10%  of  the  value  of  all  investment 
funds,  unless  the  security  is  issued  or  secured  by  the  Government  of  Canada  or  a province  of 
Canada. 

h)  Investment  in  equities  cannot  exceed  30%  of  the  externally  managed  portfolio. 

i)  Investment  in  a single  equity  holding  cannot  exceed  10%  of  the  value  of  all  equity  holdings. 

j)  Investment  is  not  allowed  in  equities  classified  as  small  cap  (i.e.  market  value  of  common  stock  of 
less  than  $600,000). 

k)  Except  as  noted  above,  all  investments  must  be  issued  or  fully  secured  by  a chartered  bank  of 
Canada,  by  the  Treasury  Branch  of  Alberta,  by  an  Alberta  credit  union  backed  by  the  Province  of 
Alberta,  or  by  the  Federal  Government  or  by  any  Provincial  government  of  Canada. 

The  above  policy  was  approved  by  the  Board  of  Governors  in  January  2005,  to  allow  for  a higher 
equity  content  (increased  from  20%  to  30%),  as  well  as  other  minor  changes.  In  addition  the  College 
moved  from  an  externally  managed  portfolio  of  direct  holdings  of  bond  and  equity  investments,  to  a 
portfolio  of  mutual  and  pooled  trust  funds. 

The  effective  annual  rate  of  earnings  on  long-term  fixed  income  investments  owned  by  the  College  at 
June  30,  2007  was  5.57%  (2006  - 4.55%)  determined  on  a weighted  average  basis.  Bank  deposits  held 
at  June  30, 2007  were  earning  prime  less  1.6%  (Term  Deposits  2006  - 4.32%).  Securities  classified  as 
cash  and  cash  equivalents  will  mature  in  less  than  one  year. 
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Note  4 Capital  Assets 


2007 

2006 

Cost  & 

Accumulated 

Net  Book 

Net  Book 

Appraised  Value 

Amortization 

Value 

Value 

Land 

$ 1,553,000  $ 

$ 

1,553,000  $ 

1,553,000 

Buildings  and  renovations 

63,442,897 

26,262,688 

37,180,209 

33,997,255 

Site  improvements 

7,583,270 

6,968,647 

614,623 

650,549 

Furniture  and  equipment 

11,058,930 

6,691,722 

4,367,208 

4,194,022 

Library  acquisitions 

4,544,513 

3,410,485 

1,134,028 

1,019,928 

Systems  planning  and  development 

558,210 

292,516 

265,694 

172,129 

Construction  in  progress 

2,037,655 

- 

2,037,655 

3,145,767 

$ 90,778,475  $ 

43,626,058  $ 

47,152,417  $ 

44,732,650 

Note  5 Unearned  Revenue 


2007  2006 


Tuition  and  related  fees 

$ 

921,782  $ 

790,587 

Other 

14,038 

14,493 

$ 

SB 

935,820  i 

805,080 
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Note  6 Deferred  Contributions  and  Deferred  Capital  Contributions 


Deferred  contributions  represent  amounts  received  that  have  not  been  spent  and  are  externally 
restricted.  The  balance  will  be  recognized  as  revenue  in  future  periods. 


2007 

2006 

Contributions  received  and  receivable: 

Grants 

$ 

7,640,191  $ 

9,476,217 

Donations 

502,868 

655,895 

Investment  income  on  endowments  (note  14) 

165,878 

125,398 

8,308,937 

10,257,510 

Transferred  to  revenue: 

Grants 

(4,562,390) 

(3,172,981) 

Donations 

(123,068) 

(103,257) 

Investment  income  (note  14) 

(165,878) 

(125,398) 

(4,851,336) 

(3,401,636) 

Transferred  to: 

Unamortized  deferred  capital  contributions  (note  8) 

(2,935,024) 

(2,947,914) 

Endowments 

(205) 

(4,493) 

(2,935,229) 

(2,952,407) 

Increase  (decrease)  during  the  year 

522,372 

3,903,467 

Deferred  Contributions  and  Deferred  Capital  Contributions,  beginning 
of  year 

4,903,696 

1,000,229 

Deferred  Contributions  and  Deferred  Capital  Contributions,  end  of 
year 

$ 

5,426,068  $ 

4,903,696 

The  balance  consists  of  funds  restricted  for: 

Deferred  Contributions: 

Program  delivery 

$ 

1,222,952  $ 

1,185,808 

Scholarships 

463,846 

386,671 

Other  desi^ated  purposes 

1,038,869 

744,241 

2,725,667 

2,316,720 

Deferred  Capital  Contributions: 

Infrastructure 

2,700,401 

2,586,976 

Deferred  Contributions  and  Deferred  Capital  Contributions,  end  of 
year 

$ 

5,426,068  $ 

4,903,696 
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Note  7 Long  Term  Debt 


Pursuant  to  a security  agreement  entered  into  with  the  Alberta  Capital  Finance  Authority  (formerly 
known  as  Alberta  Municipal  Financing  Corporation)  on  May  1,  2002,  the  College  borrowed 
$4,000,000.  The  funds  were  used  to  fmance  the  construction  of  new  student  housing  at  both  the 
Medicine  Hat  and  Brooks  campuses.  The  borrowing  of  these  funds  was  approved  through  an  “Order 
In  Council”  by  the  Lieutenant  Governor  on  February  6,  2002. 

The  debenture  bears  interest  at  6.25%  per  annum,  it  is  to  be  repaid  in  twenty-five  (25)  consecutive 
annual  installments  of  $320,378,  principal  and  interest,  commencing  May  1,  2003  and  maturing  on 
May  1,  2027.  The  debenture  is  secured  by  a security  interest  in  certain  specific  property. 


2007  2006 


Debenture  Payable 

Current  Portion 

$ 

95298  I 

89,692 

Non-current  Portion 

3405,987 

3,60U86 

$ 

3,601,285  * 

3,690,978 

Principal  payments  due  during  the  next  five  fiscal  years  are  as  follows: 

2007  - 2008 

$ 

95,298 

2008  - 2009 

101,254 

2009  - 2010 

107,583 

2010  - 2011 

114,307 

2011  - 2012 

121,451 

Thereafter 

3,061,392 

$ 3,601,285 


Note  8 Unamortized  Deferred  Capital  Contributions 


Unamortized  deferred  capital  contributions  represent  the  external  funding  of  capital  assets,  which  will 
be  recognized  in  revenue,  as  amortization  of  deferred  capital  contributions,  in  future  periods  as  the 
related  funded  assets  are  amortized. 


2007 

2006 

Balance,  beginning  of  year 

$ 29,441,596  $ 

27,731,839 

Add  amount  transferred  from  deferred  capital  contributions  (note  6) 
Less  amount  amortized  to  revenue 

2,935,024 

(1,401,349) 

2,947,914 

(U38,157) 

Balance,  end  of  year 

J 30,975271  J 

29,441,596 
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Note  9 


Net  Assets  Internally  Restricted 


Note  10 


Note  11 


Note  12 


Internally  restricted  net  assets  represent  amounts  set  aside  by  the  College  Board  of  Governors  to  be 
used  for  the  following  purposes.  These  amounts  are  not  available  for  other  purposes  without  the 
approval  of  the  Board. 


2007 

2006 

Non-Capital: 

Contingency 

$ 1,000,000  $ 

1,000,000 

Capital: 

Computers  and  Technology 

- 

550,000 

Ancillary  Services  - Student  Residence  and  related  parking 

500,000 

500,000 

Ancillary  Services  - Parking 

790,000 

690,000 

1,290,000 

1,740,000 

$ 2,290,000  $ 

2,740,000 

Net  Assets  Invested  in  Capital  Assets 

2007 

2006 

Investment  in  capital  assets 

$ 47,152,417  $ 

44,732,650 

Outstanding  capital  financing 

(3,601,285) 

(3,690,978) 

Unamortized  deferred  capital  contributions 

(30,975,271) 

(29,441,596) 

$ 12,575,861  $ 

11,600,076 

Endowments 

Endowments  consist  of  externally  restricted  donations  to  the  College,  the  principal  of  which  is 
required  to  be  maintained  intact  in  perpetuity.  The  investment  income  generated  from  the  endowments 
must  be  used  in  accordance  with  the  various  purposes  established  by  the  donors. 

Ancillary  Services 


2007 

2006 

Revenue 

Expense 

Net 

Net 

Bookstore 

$ 1,677,790  $ 

1,485,649  $ 

192,141  $ 

162,982 

Cafeteria 

121,231 

60,888 

60,343 

28,960 

Student  residence 

1,182,718 

1,177,949 

4,769 

(36,825) 

Parking 

189,008 

57,828 

131,180 

119,110 

$ 3,170,747  $ 

2,782,314  $ 

388,433  $ 

274,227 

Expense  includes  direct  costs  and  related  amortization. 
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Note  13  Related  Parties 


Note  14 


All  members  of  the  Medicine  Hat  College  Board  of  Governors  are  appointed  by  a combination  of 
orders  by  the  Lieutenant  Governor  in  Council  and  the  Minister  of  Advanced  Education  and 
Technology. 


Transactions  in  the  current  period  between  the  College  and  the  Province  were  as  follows: 


2007  2006 


Deferred 

Received  and 

Contributions 

Receivable 

and  UDCC 

Revenue 

Revenue 

Grants  from  Related  Parties 

Alberta  Advanced  Education 
and  Technology 

Alberta  Infrastructure  and 
Transportation 

Other  Alberta  Government 
Departments 

$ 25,380,065  $ 

1,996,000 

434,869 

(1,460,334)  $ 

(1,596,000) 

27,023 

23,919,731  $ 

400,000 

461,892 

21,404,586 

396,736 

27,810,934 

(3,029,311) 

24,781,623 

21,801,322 

Grants  from  Other  Sources 

1,297,912 

(129,380) 

1,168,532 

976,146 

Total  Grants 

$ 29,108,846  $ 

(3,158,691)  $ 

25,950,155  $ 

22,777,468 

(1)  UDCC  refers  to  Unamortized  Deferred  Capital  Contributions. 


As  at  June  30,  2007,  the  accounts  receivable  balance  included  an  amount  due  from  related  parties  of 
$143,096  (2006  - $224,582).  As  at  June  30,  2007,  the  accounts  payable  balance  included  an  amount 
due  to  related  parties  of  $Nil  (2006  - $17,600). 


During  the  year,  the  College  conducted  business  transactions  with  other  public  colleges  and 
universities.  The  revenues  and  expenses  incurred  for  these  courses  have  been  included  in  the 
consolidated  statement  of  operations,  but  have  not  been  separately  quantified.  These  transactions  were 
entered  into  on  the  same  business  terms  as  with  non-related  parties  and  are  recorded  at  fair  value. 


Investment  Income 


Investment  income  on  endowments 
Investment  income  on  other  sources 

Total  investment  income  recognized  as  revenue 


2007 

2006 

165,878  $ 

125,398 

880,482 

629,121 

1,046,360  $ 

754,519 
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Note  15  Expense  by  Function 


2007 

2006 

Instruction  General 

$ 17,404,066  $ 

15,889,807 

Instruction  Collaborative  Degrees 

757,223 

523,672 

Academic  support 

2,728,026 

2,668,239 

Student  services 

3,732,058 

3,184,586 

Institutional  support 

3,444,273 

2,922,209 

Facility  operations  & maintenance 

6,793,839 

6,052,745 

Ancillary  services 

2,782,314 

2,627,336 

Computing  services 

1,245,497 

859,178 

$ 38,887,296  $ 

34,727,772 

Instruction  encompasses  all  formal  educational  and  instructional  program  elements.  Academic  support 
includes  all  activities  that  directly  support  the  educational  and  instructional  elements  such  as  academic 
administration,  library  and  audiovisual  services.  Student  services  include  all  activities  or  services  to 
the  student  body  of  the  institution.  Institutional  support  includes  all  activities  that  provide  institution 
wide  support  to  other  programs. 


Note  16  Pension  Costs 

The  College  participates  in  a multiemployer  pension  plan  - Local  Authorities  Pension  Plan  (LAPP). 
The  pension  expense  recorded  in  these  financial  statements  is  equivalent  to  the  College’s  annual 
contributions  payable  to  the  plan  of  $1,369,808  for  the  year  ended  June  30,  2007  (2006  - $1,158,354). 

At  December  31,  2006,  the  LAPP  reported  a deficiency  of  $746,651,000  (2005  - deficiency  of 
$863,558,000).  The  plan  kept  contribution  rates  unchanged  from  2006  rates. 
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Note  17  Funds  Held  on  Behalf  of  Others 


The  College  holds  certain  funds  on  behalf  of  others  over  which  the  Board  has  no  power  of 
appropriation.  Accordingly,  these  funds  are  not  included  in  the  consolidated  financial  statements.  At 
June  30,  the  respective  funds  held  on  behalf  of  others  were  as  follows: 


2007  2006 


Further  Education  Council 

$ 

31,869  $ 

2,935 

Students'  Association 

65,982 

55,517 

Faculty  Association 

9,830 

9,534 

Conservatory  Groups 

41,871 

33,629 

Senior  Business  Officers  Development  Fund 

884 

- 

Homestay  fees  from  international  students 

184,800 

92,400 

$ 

335,236  $ 

194,015 

Note  18  Salaries  and  Benefits 


The  Treasury  Board’s  Salary  and  Benefits  Disclosure  Directive  requires  the  College  to  disclose  certain 
salaries  and  benefits.  Those  salaries  and  benefits  are  as  follows: 

2007  2006 


Base 

Salary 

Other 

Cash 

Benefits 

Other 

Non-cash 

Benefits 

Total 

Total 

Chairman  of  Board  $ 

$ 

4,275  $ 

148  $ 

4,423  $ 

4,427 

Board  (10  members) 

- 

16,350 

395 

16,745 

18,469 

President/CEO 

182,565 

- 

35,543 

218,108 

255,785 

Vice-President 

Academic 

137,851 

_ 

21,277 

159,128 

145,930 

Vice-President 

Corporate  Services 

119,312 

_ 

20,030 

139,342 

129,594 

Dean,  Arts 

102,368 

- 

18,601 

120,969 

114,563 

Dean,  Health  Studies 

98,862 

- 

16,077 

114,939 

106,383 

Base  Salary  includes  pensionable  base  pay. 

Other  Cash  Benefits  include  bonuses,  overtime,  vacation  payouts,  other  lump  sum  payments  and 
honoraria  where  applicable. 

Other  Non-cash  Benefits  include  the  employer’s  share  of  all  other  employee  benefits  and 
contributions  or  payments  made  on  behalf  of  employees  including  pension,  health  care,  dental, 
group  life  insurance,  employment  insurance,  remission  of  tuition  fees,  educational  leave  and  car 
allowances. 
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Note  19  Changes  in  Non-Cash  Working  Capital 


2007 


2006 


Accounts  receivable 

$ 

(922)  $ 

288,248 

Inventories 

44,527 

(4,172) 

Prepaid  expenses 

34,202 

(42,408) 

Accounts  payable  and  accrued  liabilities 

(282,434) 

897,991 

Accrued  vacation  pay 

114,019 

22,372 

Unearned  revenue 

130,740 

(281,988) 

Deferred  contributions 

408,947 

1,316,491 

$ 

449,079  $ 

2,196,534 

Note  20  Capital  Fundraising  Project 

The  following  is  the  status  of  the  Foundation’s  fundraising  as  it  relates  to  major  capital  projects: 


Actual Project 


Pre-2007 

2007 

Total 

Target 

Power  Engineering  Project: 

Donations  received  $ 

Grants  received  by 

Medicine  Hat  College 
from  Alberta 

Infrastructure  and 

Advanced  Education  & 

469,799 

$ 

239,690 

$ 

709,489 

Technology 

1,000,000 

869,110 

1,869,110 

$ 

1,469,799 

1,108,800 

2,578,599 

Pledges  Receivable 

Unconditional 

741,030 

741,030 

$ 

1,849,830 

$ 

3,319,629  $ 

5,900,000 

Percent  of  Actual  to-date  to  total  Project  Budget 

56% 

Alumni  Project: 

Donations  received  $ 

251,966 

$ 

56,989 

$ 

308,955 

Grants  received  by 

Medicine  Hat  College 
from  Advanced  Education 
& Technology 

250,000 

250,000 

$ 

251,966 

306,989 

558,955 

Pledges  Receivable 

Unconditional 

208,000 

208,000 

$ 

514,989 

$ 

766,955 

To  be 

established 

Percent  of  Actual  to-date  to  total  Project  Budget 

N/A 
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Note  20  Capital  Fundraising  Projects  (continued) 


Note  21 


Note  22 


Note  23 


Note  24 


The  estimated  realizable  value  of  pledges  receivable  at  June  30,  2007  was  $ 949,030  (2006  - 
$1,135,164).  These  pledges  are  expected  to  be  honoured  over  the  next  3 years  and  are  not  recorded  as 
income  or  assets  in  these  fmancial  statements.  The  pledge  information  is  presented  for  information 
purposes  only. 

Commitments  and  Contingencies 

(a)  During  the  2007  fiscal  year  the  College  completed  phase  one  of  the  S Wing  & L Wing 
renovations,  and  phases  one  and  two  of  the  Heating,  Ventilation  and  Air  Conditioning  (HVAC) 
renewal.  Projects  started  during  the  year  included  a phase  two  of  the  S Wing  & L Wing 
renovations  project.  Student  Information  System  project,  as  well  as  engineering  services  for  the 
Power  Engineering  Building  and  the  Roadway  Entrance  & Parking  project. 

In  relation  to  the  above  projects,  as  at  June  30,  2007,  the  College  had  contractual  commitments 
of  $2,126,000  (2006  - $ 1,363,000).  This  amount  has  not  been  recorded  in  the  financial 
statements. 

(b)  Medicine  Hat  College  has  identified  asset  retirement  obligations  for  which  fair  value  cannot  be 
reasonably  estimated  due  to  the  indeterminate  timing  and  scope  of  the  asset  retirement.  The 
asset  retirement  obligation  for  these  assets  will  be  recorded  in  the  period  in  which  there  is 
sufficient  information  to  estimate  fair  value. 

Comparative  Figures 

Certain  June  30,  2006  figures  have  been  reclassified  to  conform  to  the  current  year  presentation. 


Budget 

The  original  budget  was  approved  by  the  College’s  Board  of  Governors  at  their  regular  meeting  on 
May  16,  2006. 

Approval  of  Consolidated  Financial  Statements 

These  consolidated  financial  statements  were  approved  by  the  Board  of  Governors. 
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AUDIT 

GENE.__ 

Alberta 


Auditor’s  Report 


To  the  Board  of  Governors  of  Mount  Royal  College 

I have  audited  the  consolidated  statement  of  financial  position  of  Mount  Royal  College  as  at 
June  30,  2007  and  the  consolidated  statements  of  operations  and  changes  in  net  assets  and  cash 
flows  for  the  year  then  ended.  These  financial  statements  are  the  responsibility  of  the  College's 
management.  My  responsibility  is  to  express  an  opinion  on  these  financial  statements  based  on 
my  audit. 

I conducted  my  audit  in  accordance  with  Canadian  generally  accepted  auditing  standards.  Those 
standards  require  that  I plan  and  perform  an  audit  to  obtain  reasonable  assurance  whether  the 
financial  statements  are  free  of  material  misstatement.  An  audit  includes  examining,  on  a test 
basis,  evidence  supporting  the  amounts  and  disclosures  in  the  financial  statements.  An  audit  also 
includes  assessing  the  accounting  principles  used  and  significant  estimates  made  by 
management,  as  well  as  evaluating  the  overall  financial  statement  presentation. 

In  my  opinion,  these  consolidated  financial  statements  present  fairly,  in  all  material  respects,  the 
financial  position  of  the  College  as  at  June  30,  2007  and  the  results  of  its  operations  and  its  cash 
flows  for  the  year  then  ended  in  accordance  with  Canadian  generally  accepted  accounting 
principles. 


Edmonton,  Alberta 
October  5,  2007 


FCA 

Auditor  General 
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IVIOUNT  ROYAL  COLLEGE 

CONSOLIDATED  STATEMENT  OF  FINANCIAL  POSITION 
AS  AT  JUNE  30,  2007 

(thousands  of  dollars) 


2007 

2006 

ASSETS 

Current: 

Cash  and  cash  equivalents  (Note  3) 

$ 

42,805 

$ 

12,865 

Accounts  receivable 

4,031 

3,907 

inventories  (Note  4) 

778 

691 

Prepaid  expenses 

1,210 

1,598 

48,824 

19,061 

Investments  (Note  3) 

65,268 

58,322 

Capita!  assets  (Note  5) 

178,932 

183,161 

$ 

293,024 

$ 

260,544 

LIABILITIES  AND  NET  ASSETS 

Current: 

Accounts  payable  and  accrued  liabilities 

$ 

8,211 

$ 

6,899 

Deferred  revenues 

6,058 

5,410 

Accrued  vacation  pay 

4,925 

4,704 

Deferred  contributions  (Note  6) 

11,338 

7,538 

Current  portion  of  long-term  liabilities  (Note  8) 

1,399 

1,209 

31,931 

25,760 

Construction  payables 

- 

2,365 

Unamortized  deferred  capital  contributions  (Note  9) 

129,608 

134,032 

Long-term  deferred  contributions  (Note  6) 

16,719 

5,861 

Deferred  capital  contributions  (Note  7) 

514 

526 

Long-term  liabilities  (Note  8) 

44,634 

32,293 

223,406 

200,837 

Net  assets: 

Unrestricted 

512 

4,010 

Internally  restricted  (Note  11) 

22,764 

13,408 

Investment  in  capital  assets 

17,964 

17,178 

Endowments  (Note  10) 

28,378 

25,111 

69,618 

59,707 

$ 

293,024 

$ 

260,544 

The  accompanying  notes  are  part  of  these  consolidated  financial  statements. 
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MOUNT  ROYAL  COLLEGE 
CONSOLIDATED  STATEMENT  OF  OPERATIONS 
FOR  THE  YEAR  ENDED  JUNE  30,  2007 

(thousands  of  dollars) 

2007  2006 


Revenue: 


Grants 

T uition  and  related  fees 
Community  programs 
Sales,  rentals  and  services 
Investment  income  (Note  12) 
Donations  and  contributions 
Earned  capital  contributions  (Note  9) 


Expense  (Note  15): 

Salaries  and  benefits  (Note  1 6) 

Supplies  and  services 
Cost  of  goods  sold 
Utilities 

Scholarships  and  bursaries 

Amortization  and  net  loss  on  disposal  of  capital 


Excess  of  revenue  over  expense  from  operations 


$ 

65,431 

$ 

59,537 

31,772 

32,512 

20,303 

17,559 

19,916 

17,419 

4,457 

4,519 

2,170 

1,183 

7,362 

7,300 

151,411 

140,029 

94,678 

87,658 

26,707 

23,823 

4,926 

5,049 

5,179 

5,009 

1,882 

1,437 

11,395 

10,929 

144,767 

133,905 

$ 

6,644 

$ 

6,124 

The  accompanying  notes  are  part  of  these  consolidated  financial  statements. 
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MOUNT  ROYAL  COLLEGE 

CONSOLIDATED  STATEMENT  OF  CHANGES  IN  NET  ASSETS 
FOR  THE  YEAR  ENDED  JUNE  30,  2007 

(thousands  of  dollars) 
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MOUNT  ROYAL  COLLEGE 

CONSOLIDATED  STATEMENT  OF  CASH  FLOWS 

FOR  THE  YEAR  ENDED  JUNE  30,  2007 

(thousands  of  dollars) 


Operating  Activities: 

Excess  of  revenue  over  expense 
Non-cash  transactions: 

Amortization  and  net  loss  on  disposal  of  capital  assets 
Earned  capital  contributions  (Note  9) 


Net  change  in  non-cash  working  capital  (Note  14) 

Cash  generated  from  operating  activities 

Investing  Activities: 

Acquisition  of  capital  assets: 

From  internal  funds 
From  long-term  liabilities 
From  capital  contributions 
Proceeds  on  the  disposal  of  assets 
Disposal  of  investments,  net 
Increase  in  long-term  deferred  contributions 

Cash  used  for  investing  activities 

Financing  Activities: 

(Decrease)  increase  in  construction  payables 
Proceeds  from  long-term  liabilities 
Repayment  of  long-term  liabilities 
Contributions  to  endowments 
Capital  contributions 

Cash  generated  from  financing  activities 

Increase  (decrease)  in  cash  and  cash  equivalents 

Cash  and  cash  equivalents,  beginning  of  year 

Cash  and  cash  equivalents,  end  of  year 


2007 

2006 

$ 

6,644  $ 

6,124 

11,395 

(7,362) 

10,929 

(7,300) 

10,677 

9,753 

6,064 

491 

16,741 

10,244 

(3,810) 

(5,687) 

(418) 

(68) 

(2,938) 

(13,311) 

- 

7 

(6,946) 

(10,724) 

10,858 

5,046 

(3,254) 

(24,737) 

(2,365) 

1,273 

13,635 

13 

(1,010) 

(923) 

3,267 

3,346 

2,926 

2,559 

16,453 

6,268 

29,940 

(8,225) 

12,865 

21,090 

$ 

42,805  $ 

12,865 

he  accompanying  notes  are  part  of  these  consolidated  financial  statements. 
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MOUNT  ROYAL  COLLEGE 

NOTES  TO  THE  CONSOLIDATED  FINANCIAL  STATEMENTS 

(thousands  of  dollars) 


Note  1 Authority 

Mount  Royal  College  (the  “College”)  operates  under  the  authority  of  the  Post-Secondary 
Learning  Act,  Statutes  of  Alberta  2003,  Chapter  P-19.5.  The  College’s  vision  is  creating 
exceptional  learning  experiences  for  a world  of  possibilities.  The  College  is  a registered  charity 
under  Section  149  of  the  Income  Tax  Act  and  is  exempt  from  payment  of  income  tax. 


Note  2 Significant  Accounting  Policies  and  Reporting  Practices 

(a)  General  and  Use  of  Estimates 

These  consolidated  financial  statements  have  been  prepared  in  accordance  with  Canadian 
generally  accepted  accounting  principles.  The  measurement  of  certain  assets  and  liabilities 
is  contingent  upon  future  events;  therefore,  the  preparation  of  these  consolidated  financial 
statements  requires  the  use  of  estimates,  which  may  vary  from  actual  results.  The 
following  accounting  policies  and  reporting  practices  are  considered  significant. 

(b)  Consolidated  Statements 

The  financial  statements  are  prepared  on  a consolidated  basis  and  include  the  amounts  of 
the  following  entities: 

(i)  The  Mount  Royal  College  Foundation  incorporated  under  part  9 of  the 

Companies  Act  of  Alberta  on  March  26,  1991 
(is)  The  Mount  Royal  College  Day  Care  Society  incorporated  under  the  Societies 

Act  of  Alberta 

(c)  Revenue  Recognition 

Operating  grants,  including  those  from  the  Province  of  Alberta,  are  recognized  as  revenue 
in  the  period  receivable.  If  a portion  of  a grant  relates  to  a future  period,  that  portion  is 
deferred  and  recognized  in  the  subsequent  period. 

Capita!  grants,  including  those  from  the  Province  of  Alberta,  are  recorded  as  deferred 
contributions  until  they  are  invested  in  capita!  assets.  Amounts  invested,  representing 
funded  capital  assets  and  contributions  of  property,  are  then  transferred  to  unamortized 
deferred  capital  contributions.  Unamortized  deferred  capital  contributions  are  recognized 
as  earned  capital  contributions  revenue  in  the  period  when  the  related  amortization 
expense  of  the  funded  capital  asset  is  recorded.  The  related  portion  of  amortization 
expense  and  the  earned  capital  contributions  revenue  are  matched  to  indicate  that  the 
related  amortization  expense  has  been  funded  externally. 
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NOTES  TO  THE  CONSOLIDATED  FINANCIAL  STATEMENTS 
(thousands  of  dollars) 

Note  2 Significant  Accounting  Policies  and  Reporting  Practices  (continued) 

(c)  Revenue  Recognition  (continued) 

Unrestricted  cash  donations  are  recognized  as  revenue  in  the  period  received.  Donations 
of  goods  and  services,  which  would  otherwise  have  been  purchased  by  the  College,  are 
recorded  at  fair  value  when  a fair  value  can  be  reasonably  determined. 

Externally  restricted  non-capital  contributions  are  deferred  and  then  recognized  as  revenue 
in  the  period  when  the  related  expense  or  performance  is  incurred.  Externally  restricted 
contributions  can  only  be  used  for  the  designated  purposes.  Externally  restricted 
contributions  containing  stipulations  that  they  should  be  retained  as  net  assets  or  that  they 
should  not  be  expended  are  recorded  as  a direct  increase  in  net  assets.  Such  contributions 
include  contributions  made  for  endowment  purposes  or  those  to  be  used  to  acquire  non- 
amortizable  property. 

Tuition  fees  and  sales  of  goods  and  services  are  deferred  and  then  recognized  as  revenue 
in  the  period  when  the  services  are  provided  or  the  goods  are  sold.  Revenue  from 
contracts  is  recognized  using  the  percentage  of  completion  method  and  is  recognized 
within  community  programs  revenue. 

(d)  Inventories 

Inventory  values  are  based  upon  the  first  in  first  out  method  and  presented  at  the  lower  of 
cost  or  net  realizable  value. 

(e)  Short-term  Investments 

Short-term  investments  are  recorded  at  the  lower  of  cost  and  market  value. 

(f)  Investments 

Investments  are  recorded  at  cost.  Gains  and  losses  on  investments  are  recognized  when 
an  investment  is  sold  or  when  there  is  an  other  than  temporary  decline  in  the  value  of  an 
investment. 

(g)  Financial  Instruments 

The  carrying  value  of  cash,  receivables,  payables  and  accruals  approximate  their  fair  value 
due  to  the  relatively  short  periods  to  maturity  of  the  instruments.  The  fair  value  of 
investments  is  market  value.  The  market  value  of  publicly  traded  investments  is  based  on 
quoted  market  prices. 

The  carrying  value  of  financial  assets  and  financial  liabilities  are  considered  to  be  fair  value 
unless  otherwise  disclosed. 
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NOTES  TO  THE  CONSOLIDATED  FINANCIAL  STATEMENTS 
(thousands  of  dollars) 


Note  2 Significant  Accounting  Policies  and  Reporting  Practices  (continued) 


(g)  Financial  Instruments  (continued) 

Financial  instruments  of  the  College  are  exposed  to  credit  risk,  interest  rate  risk,  foreign 
exchange  risk  and  market  risks.  The  College’s  accounts  receivable  are  due  from  a diverse 
group  of  customers  and  are  subject  to  normal  credit  risk.  The  interest  rate  risk  is  the  risk  to 
the  College’s  earnings  that  arises  from  the  fluctuations  in  interest  rates  and  the  degree  of 
volatility  of  these  rates.  The  foreign  exchange  risk  is  the  risk  of  rising  costs  related  to 
purchase  transactions  in  United  States  currency.  The  market  risk  is  the  risk  to  the 
College’s  earnings  that  arises  from  the  fluctuation  and  the  degree  of  volatility  in  the  market 
value  of  its  long-term  investments.  Each  of  these  risks  is  limited  by  the  College  through  its 
collection  procedures,  investment  policy,  and  other  internal  policies  and  procedures. 

In  January  2005,  the  CICA  released  new  standards  relating  to  recognition  and 
measurement  of  financial  instruments,  hedging  relationships  and  presentation  of  net 
assets.  The  College  will  be  required  to  apply  these  standards  no  later  than  the  fiscal  year 
ending  June  30,  2008.  The  College  has  studied  the  effect  that  adoption  of  these  standards 
will  have  on  the  Financial  Statements.  The  most  substantial  difference  will  be  the 
presentation  of  the  current  classification  of  Investments  at  market  value  as  opposed  to 
book  value.  At  June  30,  2007  the  difference  between  book  value  and  market  value 
represents  a difference  of  $10,589  (2006:  $8,487)  as  disclosed  in  Note  3 of  these  financial 
statements. 

(h)  Capital  Assets 

Capital  assets  are  recorded  at  cost.  Donated  assets  are  recorded  at  fair  value.  Capital 
assets  under  construction  are  not  amortized  until  construction  is  completed  and  the  assets 
are  ready  for  productive  use. 


Capita!  assets  are  amortized  on  a straight-line  basis  as  follows: 


Site  improvements 
Buildings 

Leasehold  improvements 
Furnishings  and  equipment 
Computer  equipment 


20  - 40  years 
25  - 40  years 
5-15  years 
3-10  years 
3 - 5 years 


Library  acquisitions  are  amortized  on  a declining  balance  basis  at  a rate  of  10%. 


Construction  in  progress  includes  direct  construction  costs,  architectural  costs,  and 
engineering  costs  and  interest  on  related  debt.  Interest  costs  are  capitalized  until  the  asset 
is  substantially  complete. 


(i)  Employee  Future  Benefits 


The  College  participates  in  the  Local  Authorities  Pension  Plan.  This  pension  plan  is  a 
multi-employer  defined  benefit  pension  plan  that  provides  pensions  for  the  College’s 
participating  employees,  based  on  years  of  service  and  earnings. 
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NOTES  TO  THE  CONSOLIDATED  FINANCIAL  STATEMENTS 
(thousands  of  dollars) 

Note  2 Significant  Accounting  Policies  and  Reporting  Practices  (continued) 

(i)  Employee  Future  Benefits  (Continued) 

The  College  maintains  supplemental  pension  plans  for  some  of  its  current  and  past  Senior 
Executives.  These  plans  provide  defined  benefit  and  defined  contribution  pension  benefits 
for  the  members  of  the  supplemental  plans. 

Pension  costs  included  in  these  consolidated  financial  statements  comprise  the  amount  of 
employer  contributions  required  for  its  employees  during  the  year,  based  on  rates  which 
are  expected  to  provide  for  benefits  payable  under  the  pension  plans.  The  College’s 
portion  of  the  pension  plan  deficits  or  surpluses  are  not  recorded  by  the  College. 

Note  3 Cash,  Cash  Equivalents  and  Investments 


2007 

2006 

Cost 

Market 

Cost 

Market 

Cash  and  cash  equivalents 
Federal,  Provincial  and 

$ 

42,805 

$ 

42,814 

$ 

12,865 

$ 

12,868 

Municipal  Bonds 

21,195 

20,891 

16,195 

16,351 

Corporate  Bonds 

13,678 

13,679 

10,865 

10,753 

Equities  - Canadian 

13,745 

22,465 

15,893 

23,504 

Equities  - International 

16,650 

18,813 

15,369 

16,198 

108,073 

$ 

118,662 

71,187 

$ 

79,674 

Held  as  long-term  investments 

65,268 

58,322 

Held  as  cash  and  short-term 

investments 

$ 

42,805 

$ 

12,865 

The  College’s  investment  policy  is  to  hold  all  bonds  until  their  maturities.  Within  the  investment 
portfolio,  there  are  individual  equities  that  are  recorded  in  excess  of  their  market  value.  The 
carrying  value  of  these  equities  has  not  been  written  down  to  market  value  because 
management  has  concluded  based  on  a review  of  market  information,  that  there  Is  no  indication 
of  a material  decline  that  is  other  than  temporary. 

The  amount  held  as  long-term  Investments  represents  funds  not  available  for  current  operations 
and  includes  endowments,  deferred  contributions  externally  restricted  for  capital  or  specific 
purposes,  and  net  assets  internally  restricted  for  capital  purposes,  as  outlined  below.  The  long- 
term portion  at  any  time  will  equal  or  exceed  the  restricted  obligations.  For  the  2006  fiscal  year, 
long-term  investments  exceeded  the  restricted  obligation,  as  such,  there  was  no  restriction  on 
cash  and  cash  equivalents. 
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(thousands  of  dollars) 

Note  3 Cash,  Cash  Equivalents  and  Investments  (continued) 


Endowments  (Note  10) 

Long-term  deferred  contributions  (Note  6) 
Deferred  capital  contributions  (Note  7) 

Internally  restricted  net  assets,  capital  (Note  11) 

Total  Restricted  Long-Term 

Unrestricted  Long-Term 

Total  Long-Term  Cash  and  Investments 


2007 

2006 

$ 

28,378 

$ 

25,111 

16,719 

5,861 

514 

526 

10,971 

7,437 

56,582 

38,935 

8,686 

19,387 

$ 

65,268 

$ 

58,322 

The  overall  rate  of  return  on  cash  and  investments  for  the  year  was  10.3%  (2006:  6.4%).  The 
cash  and  cash  equivalents  and  bond  funds  maturities  and  effective  yields  are  as  follows: 


2007 

2006 

Less  than 

1 year 

Effective 

Yield 

1 to  5 

Years 

Effective  Over  5 

Yield  Years 

Effective 

Yield 

Total 

Effective 

Yield 

Total 

Effective 

Yield 

Cash  and  cash 

equivalents 

$ 42,805 

3,8470 

$ 

$ 

$ 

42,805 

3.847o 

$ 

12,865 

3.877o 

Federal,  Provincial 

and  Municipal  Bonds 

8,257 

4.93%  12,938 

4.51 7o 

21,195 

4.577o 

16,195 

4.787o 

Corporate  Bonds 

5,480 

6.3470  8,198 

5.09% 

13,678 

5.357o 

10,865 

5.58% 

$ 42,805 

$ 13,737 

$ 21,136 

$ 

77,678 

$ 

39,925 

The  College  Board  of  Governors  (the  “Board”)  has  approved  an  investment  policy.  The  Board’s 
Audit  and  Finance  Committee  has  been  delegated  by  the  Board  of  Governors  the  authority  for 
the  oversight  of  the  College’s  investments.  The  primary  investment  objective  is  to  maintain  the 
level  of  distribution  from  invested  funds  while  preserving  capital  in  real  (inflation  adjusted)  terms 
over  the  long  term.  The  Board  provides  guidelines  on  asset  mix,  diversification,  quality  and 
nature  of  securities,  and  terms  of  fixed  income.  The  Audit  and  Finance  Committee  periodically 
reviews  the  performance  of  the  investment  managers  to  ensure  they  are  in  compliance  with  the 
investment  objectives  and  policies  of  the  College. 
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Note  4 Inventories 


2007  2006 


Bookstore 

$ 717 

$ 

627 

Recreation 

16 

20 

Printing 

34 

29 

Smart  Card 

5 

11 

Food  services 

6 

4 

$ 

778 

$ 

691 

Note  5 Capital  Assets 


2007  2006 


Accumulated 

Net  Book 

Net  Book 

Cost 

Amortization 

Value 

Value 

Land  and  mineral  rights 

$ 

6,833 

$ 

2 

$ 

6,831 

$ 

6,832 

Site  improvements 

15,178 

2,931 

12,247 

12,905 

Buildings 

206,340 

62,789 

143,551 

131,742 

Furnishings  and  equipment 

54,199 

40,227 

13,972 

13,246 

Library  acquisitions 

4,358 

2,197 

2,161 

2,105 

Leasehold  improvements 

2 

1 

1 

2 

Construction  in  progress 

169 

- 

169 

16,329 

$ 

287,079 

$ 

108,147 

$ 

178,932 

$ 

183,161 

The  net  loss  on  disposal  of  capital  assets  in  the  year  was  $156  (2006:  $87). 

Capital  assets  include  assets  under  capital  leases  with  a cost  of  $1 ,459  and  accumulated 
amortization  of  $587  (2006:  $1,041  and  $294  respectively). 

Capital  asset  additions  include  donated  assets  recorded  as  gifts  in  kind  of  $439  (2006:  $86). 
For  assets  classified  as  construction  in  progress,  no  interest  was  capitalized  in  2007  or  2006. 
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Note  6 Deferred  Contributions 

Deferred  contributions  are  restricted  contributions,  which  have  been  received  but  relate  to 


expenses  of  future  periods. 

2007 

2006 

Contributions  received  during  the  year: 

Grants 

$ 

16,774 

$ 

4,961 

Net  donations,  other  contributions  and  investment  income 

8,100 

11,499 

Transferred  to  revenue: 

Grants 

(2,015) 

(4,802) 

Investment  income  (Note  12) 

(921) 

(1,578) 

Donations  and  contributions 

(4,371) 

(2,151) 

T ransferred  to  endowments 

- 

(407) 

T ransferred  to  unamortized  deferred  capital 

contributions  (Note  9) 

(2,909) 

(2,230) 

Increase  during  the  year 

14,658 

5,292 

Balance,  beginning  of  year 

13,399 

8,107 

Balance,  end  of  year 

$ 

28,057 

$ 

13,399 

Unspent  amounts  at  the  end  of  the  year  are  restricted  for  the  following  purposes: 

Current: 

Program  support  and  scholarships 

$ 

5,984 

$ 

5,611 

Conditionally  funded  programs 

2,530 

331 

Maintenance  and  repairs 

2,824 

1,596 

11,338 

7,538 

Long-term: 

Special  purpose  program  funding 

16,719 

5,861 

$ 

28,057 

$ 

13,399 
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Note  7 Deferred  Capital  Contributions 


2007 

2006 

Contributions  received  during  the  year: 

Restricted  investment  income  (Note  12) 

Donations  and  other  contributions 

$ 

17 

$ 

178 

151 

17 

329 

Transferred  to  unamortized  deferred  capital 
contributions  (Note  9) 

(29) 

(11,081) 

Decrease  during  the  year 

(12) 

(10.752) 

Balance,  beginning  of  the  year 

526 

11,278 

Balance,  end  of  year 

$ 

514 

$ 

526 

The  balance  at  the  end  of  year  is  restricted  for  the  following  purposes: 

Campus  expansion 

$ 

514 

$ 

526 

Long-term  Liabilities 

2007 

2006 

Construction  financing  for  student  residence  (a) 

Construction  financing  for  student  centre  expansion  (b) 
Capital  lease  obligations  (c) 

Employee  leave  and  retirement  allowances  (d) 

$ 

30,502 

13,000 

850 

1,681 

$ 

31 ,210 

747 

1,545 

Less:  current  portion 

46,033 

1,399 

33,502 

1,209 

$ 

44,634 

$ 

32,293 

200 


June  30,  2007 


MOUNT  ROYAL  COLLEGE 

NOTES  TO  THE  CONSOLIDATED  FINANCIAL  STATEMENTS 
(thousands  of  dollars) 

Note  8 Long-term  Liabilities  (continued) 

The  minimum  annual  payments  for  each  of  the  five  succeeding  fiscal  years  are  as  follows: 


Residence  Debenture  (a) 


2008 

$ 

752 

2009 

798 

2010 

847 

2011 

898 

2012 

954 

$ 

4,249 

Wyckham  Student  Centre  Expansion  (b) 

2008 

$ 

194 

2009 

203 

2010 

214 

2011 

224 

2012 

236 

$ 

1,071 

Capital  Leases  (c) 

2008 

$ 

255 

2009 

264 

2010 

254 

2011 

77 

Total  minimum  lease  payments 

$ 

850 

Employee  leave  and  retirement  allowances  (d) 

2008 

$ 

199 

2009  and  subsequent  years 

1,482 

$ 

1,681 

a)  Pursuant  to  a loan  agreement  entered  into  on  August  14,  2002,  the  College  borrowed  the 
sum  of  $33.1  million  to  finance  the  construction  of  a student  residence.  The  loan  bears 
interest  at  6.125%  per  annum  and  matures  August  15,  2027.  Security  pledged  for  the  loan 
includes  all  future  cash  flows  generated  through  the  operation  of  the  student  residence. 

b)  Pursuant  to  a loan  agreement  entered  into  on  June  1 5,  2007,  the  College  borrowed  the  sum 
of  $13  million  to  finance  the  expansion  of  the  MRC  Student  Association’s  Wyckham  Student 
Centre  facilities  on  campus.  The  loan  bears  interest  at  5%  per  annum  and  matures  June  1 5, 
2037.  In  conjunction  with  this  loan  agreement  is  an  agreement  between  the  College  and  the 
Students  Association  of  Mount  Royal  College  to  pay  the  College  debt  of  $13  million  over  the 
same  payment  schedule  and  maturity  date. 

c)  The  imputed  interest  rate  payable  on  these  leases  averages  8.54%  (2006:  8.59%).  During 
the  year.  Interest  expense  of  $57  (2006:$1 1)  has  been  included  in  supplies  and  services 
expense. 

d)  The  College  has  commitments  to  certain  employees  for  earned  leave  and  retirement 
allowances. 


201 


June  30,  2007 


MOUNT  ROYAL  COLLEGE 

NOTES  TO  THE  CONSOLIDATED  FINANCIAL  STATEMENTS 
(thousands  of  dollars) 

Note  9 Unamortized  Deferred  Capital  Contributions 

Unamortized  deferred  capital  contributions  are  the  funded  portion  of  capital  assets  that  will  be 
recognized  as  revenue  in  future  periods. 


Transferred  from  deferred 

contributions  (Note  6) 

T ransferred  from  deferred  capital 
contributions  (Note  7) 
Earned  and  transferred  to  revenue 

(Decrease)  increase  during  the  year 

Balance,  beginning  of  year 

Balance,  end  of  year 


Note  1 0 Endowments 


External  endowments 
Internal  endowments 


2007 

2006 

$ 

2,909 

$ 

2,230 

29 

(7,362) 

11,081 

(7,300) 

(4,424) 

6,011 

134,032 

128,021 

$ 

129,608 

$ 

134,032 

2007 

2006 

$ 

28,179 

199 

$ 

24,912 

199 

$ 

28,378 

$ 

25,111 

Endowments  consist  of  restricted  donations  to  the  College  as  well  as  interna!  allocations  by  the 
Board,  the  principal  of  which  is  required  to  be  maintained  intact  in  perpetuity.  The  investment 
income  generated  from  endowments  must  be  used  in  accordance  with  the  various  purposes 
established  by  the  donors  or  the  Board. 
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MOUNT  ROYAL  COLLEGE 

NOTES  TO  THE  CONSOLIDATED  FINANCIAL  STATEMENTS 
(thousands  of  dollars) 

Note  1 1 Internally  Restricted  Net  Assets 

The  Board  has  committed  operating  net  assets  as  follows: 


2007  2006 


Operations: 

Academic  program  development  $ 

College  effectiveness  and  community  needs 
Professional  development 

Scholarships  and  bursaries 

Research  and  special  projects 

881  $ 

843 

310 

618 

9,141 

889 

561 

288 

544 

3,689 

11,793 

5,971 

Capital: 

Capital  and  equipment  renewal 

Instructional  equipment 

Residence 

Parking 

5,056 

386 

2,086 

3,443 

3,897 

163 

898 

2,479 

10,971 

7,437 

Total 

$ 

22,764  $ 

13,408 

Note  12  Investment  Income 


2007  2006 


Net  investment  income  from  restricted  balances 

$ 

4,100 

$ 

1,756 

Transfer  to  deferred  capital  contributions  (Note  7) 
Net  transferred  (to)  from  deferred  contributions 

(17) 

(3,162) 

(178) 

Investment  income  from  restricted  sources  (Note  6) 

921 

1,578 

Investment  income  from  unrestricted  sources 

3,536 

2,941 

Investment  income 

$ 

4,457 

$ 

4,519 
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MOUNT  ROYAL  COLLEGE 

NOTES  TO  THE  CONSOLIDATED  FINANCIAL  STATEMENTS 
(thousands  of  dollars) 

Note  13  Long-term  Employee  Benefit  Liabilities 

a)  Supplemental  Retirement  Plan  (SRP) 

This  supplemental  retirement  plan  includes  retirement  benefits  for  a former  President  of  Mount 
Royal  College. 


2007 


Accrued  obligation,  beginning  of  year 

$ 

413 

Current  service  cost 

- 

Interest  cost 

22 

Prior  service  cost 

- 

Benefit  paid 

(32) 

Actuarial  loss 

4 

Accrued  obligation,  end  of  year 

$ 

407 

Accrued  obligation 

$ 

407 

Unrecognized  actuarial  loss 

(103) 

Unrecognized  prior  service  cost 

- 

Accrued  liability,  end  of  year 

$ 

304 

Current  service  cost 

$ 

Interest  cost 

22 

Prior  service  cost  amortization 

- 

Actuarial  loss  amortization 

- 

Total  SRP  expense 

$ 

22 

Assumptions  at  end  of  year 

Discount  rate  5.50% 

Expected  average  remaining  service  life  of  employee  1 5 


b)  Pension  Expense 


2007  2006 


Local  Authorities  Pension  Plan 

$ 

4,920 

$ 

4,545 

Defined  contribution  supplemental  pension  plan 

80 

56 

Supplemental  retirement  plan 

22 

13 

$ 

5,022 

$ 

4,614 

At  December  31 , 2006  the  Local  Authorities  Pension  Plan  (LAPP)  reported  a deficit  of  $746,551 
as  compared  to  a deficit  of  $863,558  at  December  31 , 2005.  The  plan  kept  contribution  rates 
unchanged  from  the  2006  rates. 
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MOUNT  ROYAL  COLLEGE 

NOTES  TO  THE  CONSOLIDATED  FINANCIAL  STATEMENTS 
(thousands  of  dollars) 

Note  14  Net  Changes  in  Non-Cash  Working  Capital 


2007 

2006 

Current; 

(Increase)  in  accounts  receivable 

$ 

(124) 

$ 

(590) 

(Increase)  decrease  in  inventories 

(87) 

139 

Decrease  (increase)  in  prepaid  expenses 

388 

(453) 

Increase  (decrease)  in  accounts  payable  and  accrued  liabilities 

1,312 

(408) 

Increase  in  deferred  revenues 

648 

979 

Increase  in  accrued  vacation  pay 

221 

402 

Increase  in  deferred  contributions 

3,800 

246 

Decrease  (increase)  in  employee  leave  allowance 

m. 

176 

$ 

6,064 

$ 

491 

Expenses  by  Function 

2007 

2006 

Instruction 

$ 

61,775 

$ 

57,084 

Academic  support 

9,985 

9,556 

Student  services 

14,885 

13,594 

Institutional  support 

13,046 

12,319 

Facility  operations  and  maintenance 

15,476 

12,727 

Ancillary  services 

11,225 

11,373 

Computing  Services 

6,980 

6,323 

Amortization  and  loss  on  disposal  of  capital  assets 

11,395 

10,929 

$ 

144,767 

$ 

133,905 

Note  1 6 Salaries  and  Benefits 

This  note  complies  with  the  requirements  of  the  Alberta  Provincial  Treasury  Board  Salary  and 
Benefits  Disclosure  Directive  dated  December  16,  1998  (amended  on  June  13,  2007)  as  applied 
to  the  College.  The  information  is  generally  comparable  from  year  to  year.  However,  due  to  the 
specifics  of  the  requirements  and  the  particulars  of  the  College’s  organization,  the  Information 
may  not  be  comparable  to  that  of  another  organization. 
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MOUNT  ROYAL  COLLEGE 

NOTES  TO  THE  CONSOLIDATED  FINANCIAL  STATEMENTS 
(thousands  of  dollars) 

Note  16  Salaries  and  Benefits  (Continued) 


2007 

2006 

Base 

Salary 

ether 

Cash 

Benefits 

ether 

Non-Cash 

Benefits 

Total 

(restated  (3)) 

Total 

Board  Chair 

$ 6 

$ 

$ 

$ 6 

$ 6 

Board  Members 

15 

- 

- 

15 

16 

President  (4) 

236 

20 

134 

390 

388 

Vice  Presidents 

Academic 

177 

- 

86 

263 

234 

Administrative  Services 

177 

- 

64 

241 

228 

External  Relations 

146 

- 

45 

191 

184 

Executive  Director 

Student  Affairs  and  Campus  Life 

130 

- 

39 

169 

133 

1 ) Base  Salary  includes  pensionable  base  salary. 

2)  Consistent  with  other  post  secondary  institutions  and  in  recognition  that  the  College  uses 
the  President’s  home  for  various  College  functions,  the  College  pays  for  certain  costs  for 
the  general  operation  of  the  home  determined  in  accordance  with  a contractual 
arrangement  entered  into  by  the  President  and  the  College.  This  amount  is  recognized 
within  other  cash  benefits. 

3)  Employers  share  of  all  employee  benefits  and  contributions  or  payments  made  on  behalf  of 
employees  including  pension,  health  care,  extended  health  care,  dental  care,  long-term 
disability,  and  group  life  insurance.  The  other  non-cash  benefits  value  also  includes  the 
employer’s  share  of  the  cost  of  additional  benefits  including  sabbaticals  or  other  special 
leaves  with  pay,  supplementary  retirement  plans,  car  allowances,  and  club  memberships. 
The  comparative  figures  for  2006  for  the  Vice  President  Administrative  Services  and  the 
Executive  Director,  Student  Affairs  and  Campus  Life  have  been  adjusted  to  reflect  an 
additional  non-cash  benefit  related  to  a sabbatical  leave  and  supplementary  retirement 
plan  for  the  respective  positions  at  June  30,  2006. 

4)  The  President  has  a place  on  the  Board  for  which  he  receives  no  remuneration.  The 
College  provides  a vehicle  to  the  President,  the  value  of  which  is  not  included  in  benefits. 

5)  Under  the  terms  of  the  supplementary  retirement  plan  (SRP),  the  Executive  Cfficers  may 
receive  supplemental  retirement  payments.  Retirement  arrangement  costs,  as  detailed 
below,  are  not  cash  payments  in  the  period  but  are  the  period  expense  for  rights  to  future 
compensation.  Costs  shown  reflect  the  defined  annual  contributions  to  the  plan  on  behalf 
of  the  plan  member  including  accrued  interest  on  the  accrued  liability  in  the  plan. 
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MOUNT  ROYAL  COLLEGE 

NOTES  TO  THE  CONSOLIDATED  FINANCIAL  STATEMENTS 
(thousands  of  dollars) 

Note  16  Salaries  and  Benefits  (Continued) 


Supplementary  Retirement  Benefits 


Accrued 

Current 

Accrued 

Obligation 

Service 

Obligation 

Jun-06 

Pension  Cost 

Jun-07 

President 

$ 54  $ 

22  $ 

76 

Vice  Presidents 

Academic 

- 

15 

15 

Administrative  Services 

40 

17 

57 

External  Relations 

55 

15 

70 

Executive  Director 

Student  Affairs  & Campus  Life 

10 

11 

21 

Note  17  Related  Party  Transactions 

The  College  is  a Provincial  Corporation  as  all  the  members  of  the  Board  are  appointed  either  by 
statute  or  by  a combination  of  orders  by  the  Lieutenant  Governor  in  Council  and  the  Minister  of 
Advanced  Education  and  Technology.  Transactions  between  the  College  and  the  Province  are 

disclosed  as  follows: 
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OTES  TO  THE  CONSOLIDATED  FINANCIAL  STATEMENTS 
lousands  of  dollars) 

ote  17  Related  Party  Transactions  (Continued) 


2007 2006 


Current  Year 

Current  Year 

Receipts  to 

Receipts  to 

Deferred 

Deferred 

Contributions  or  to 

Contributions  or 

Unamortized 

to  Unamortized 

Current  Year 

Deferred  Capital 

Current  Year 

Deferred  Capital 

Receipts 

Contributions 

Receipts 

Contributions 

Operating  grant 

$ 

51,737 

$ 

- $ 

48,357 

$ 

- 

Bachelor  of  Nursing  degree 

10,000 

10,000 

- 

- 

Tuition  relief  funding 

4,650 

- 

2,368 

- 

ACCESS  funding  - programs 

7,336 

- 

5,760 

20 

ACCESS  funding  - one-time 

634 

337 

161 

152 

Access  to  the  Future  Funding 

3,000 

3,000 

Infrastructure  renewal  envelope 

2,420 

1,852 

1,210 

1,029 

Inmate  Education  Program 

242 

- 

248 

- 

Literacy  - Peer  Learning  Program 

12 

- 

24 

- 

Exam  Support  Assistance 

172 

- 

129 

- 

STEP  Grants 

31 

- 

32 

3 

Advanced  Education  Microsoft  Rebate 

39 

- 

- 

- 

International  Summer  Program 

7 

- 

- 

- 

Daycare  & Related  Program  Grants 

90 

- 

115 

- 

$ 

80,370  $ 

15,189  $ 

58,404  $ 

1,204 

During  the  year,  the  College  conducted  business  transactions  with  other  public  colleges  and 
universities.  The  revenues  and  expenses  incurred  for  these  business  transactions  have  been 
included  in  the  statement  of  operations  but  have  not  been  separately  quantified.  These 
transactions  were  entered  into  on  the  same  business  terms  as  those  with  non-related  parties  and 
are  recorded  at  fair  value  amounts. 

At  June  30,  2007  the  College  has  receivables  from  the  Province  of  Alberta  of  $256  (2006:  $266) 
and  payables  to  the  Province  of  Alberta  of  $769  (2006:  $330). 


Dte  1 8 Contractual  Obligations  and  Contingencies 

(a)  The  College  leases  facilities  within  Calgary  with  lease  terms  of  up  to  two  years.  These 
leases  expire  within  the  next  one  to  two  years.  The  minimum  operating  lease  payments  for 
each  of  the  two  succeeding  fiscal  years  is  as  follows: 

2008  $ 200 

2009  $ 100 
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MOUNT  ROYAL  COLLEGE 

NOTES  TO  THE  CONSOLIDATED  FINANCIAL  STATEMENTS 
(thousands  of  dollars) 

Note  1 8 Contractual  Obligations  and  Contingencies  (Continued) 

(b)  As  at  June  30,  2007,  the  College  has  commitments  of  approximately  $13,400  (2006: 

$3,077)  for  capital  and  expansion  projects.  As  well,  in  2004,  the  College  entered  into  a five 
year  contract  (expiring  on  December  31,  2008)  to  manage  its  exposure  to  volatility  in  the 
electrical  industry.  Based  on  management’s  estimate,  the  annual  costs  for  the  year  ending 
June  30,  2008  are  expected  to  be  approximately  $2.92  million. 


Note  1 9 Pledges 

The  estimated  realizable  value  of  pledges  at  June  30,  2007  is  $1 ,231  (2006:  $2,072).  These 
pledges  are  expected  to  be  honoured  over  the  next  six  years  and  are  not  recorded  as  assets  in 
these  financial  statements. 


Note  20  Budget 

The  College  is  required  to  submit  annually  a budget/business  plan,  approved  by  the  Board,  to  the 
Minister  of  Advanced  Education  and  Technology  for  approval.  The  College’s  budget  and 
business  plan  for  fiscal  year  2006/2007  was  approved  by  the  Board  on  April  10,  2006  and 
submitted  to  the  Minister  thereafter.  That  approved  College  budget  and  the  full  budget  for  the 
consolidated  entity  are  as  follows: 


Consolidated 
Entity  Budget 


Grants 

$ 66,288 

Tuition  and  related  fees 

32,857 

Community  programs 

17,780 

Sales,  rentals  and  services 

18,244 

Investment  income 

3,013 

Donations  and  contributions 

1,091 

Earned  capital  contributions 

8,150 

$ 147,423 


Expense 

Salaries  and  benefits 
Supplies  and  services 
Cost  of  goods  sold 
Utilities 

Scholarships  and  bursaries 

Amortization  and  net  loss  on  disposal  of  assets 


$ 146,780 


$ 97,374 

25,785 
5,165 
5,843 
1,045 

11,568 
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MOUNT  ROYAL  COLLEGE 

NOTES  TO  THE  CONSOLIDATED  FINANCIAL  STATEMENTS 
(thousands  of  dollars) 

Note  21  Comparative  Figures 

Certain  2006  figures  have  been  reclassified  to  conform  to  the  current  year  presentation. 

Note  22  Approval  of  Financial  Statements 

The  Board  of  Governors  has  approved  these  financial  statements. 
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AUDIT 

gene:_._ 

Alberta 


Auditor’s  Report 


To  the  Board  of  Directors  of  the  Mount  Royal  Day  Care  Society 

I have  audited  the  statement  of  financial  position  of  the  Mount  Royal  College  Day  Care  Society 
as  at  June  30, 2007  and  the  statements  of  operations,  changes  in  net  assets,  and  cash  flows  for  the 
year  then  ended.  These  financial  statements  are  the  responsibility  of  the  Mount  Royal  College 
Day  Care  Society’s  management.  My  responsibility  is  to  express  an  opinion  on  these  financial 
statements  based  on  my  audit. 

I conducted  my  audit  in  accordance  with  Canadian  generally  accepted  auditing  standards.  Those 
standards  require  that  I plan  and  perform  an  audit  to  obtain  reasonable  assurance  whether  the 
financial  statements  are  free  of  material  misstatement.  An  audit  includes  examining,  on  a test 
basis,  evidence  supporting  the  amounts  and  disclosures  in  the  financial  statements.  An  audit  also 
includes  assessing  the  accounting  principles  used  and  significant  estimates  made  by 
management,  as  well  as  evaluating  the  overall  financial  statement  presentation. 

In  my  opinion,  these  financial  statements  present  fairly,  in  all  material  respects,  the  financial 
position  of  the  Mount  Royal  College  Day  Care  Society  as  at  June  30,  2007  and  the  results  of  its 
operations  and  its  cash  flows  for  the  year  then  ended  in  accordance  with  Canadian  generally 
accepted  accounting  principles. 


Edmonton,  Alberta 
October  26,  2007 
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Mount  Royal  College  Day  Care  Society 
Statement  of  Financial  Position 

As  at  June  30,  2007 


2007  2006 


Current  assets 

Accounts  receivable 

$ 

32,708 

$ 

26,661 

Due  from  Mount  Royal  College 

165,122 

42,024 

197,830 

68,685 

Capital  assets  (note  3) 

6,086 

12,631 

$ 

203,916 

$ 

81,316 

Current  liabilities 

Accrued  payables 

$ 

19,787 

$ 

9,615 

Deferred  revenue 

62,855 

19,185 

Vacation  liability 

20,483 

13,515 

103,125 

42,315 

Unamortized  deferred  capital  contributions  (note  4) 

3,367 

6,864 

Net  assets: 

Unrestricted 

94,703 

26,370 

Investment  in  capital  assets 

2,721 

5,767 

97,424 

32,137 

$ 203,916 

$ 

81,316 

The  accompanying  notes  are  a part  of  these  financial  statements. 
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Mount  Royal  College  Day  Care  Society 
Statement  of  Operations 
For  the  year  ended  June  30,  2007 


Approved 

Budget  2007  2006 

(note  6) 


Revenues 


Grants: 


Alberta  Children's  Services 

$ 25,000  $ 

33,735 

$ 26,107 

Alberta  Learning 

- 

- 

23,284 

Other  Grants 

65,000 

103,279 

65,865 

Fees 

680,312 

736,207 

640,415 

Earned  Capital  Contributions 

- 

3,497 

3,933 

Other 

- 

5,448 

3,215 

770,312 

882,166 

762,819 

Expenses 

Salaries  (note  5) 

603,036 

646,883 

587,022 

Benefits 

94,636 

78,900 

76,705 

Food  services 

28,560 

30,912 

27,954 

Supplies  and  printing 

16,269 

30,833 

17,805 

Bad  debt  expense 

6,000 

2,031 

2,871 

Professional  development 

1,020 

10,658 

4,053 

Bank  services 

2,652 

7,286 

5,200 

Advertising 

4,080 

2,578 

5,720 

Miscellaneous 

4,500 

255 

2,238 

Amortization  expense 

3,400 

6,543 

7,856 

764,153 

816,879 

737,424 

Excess  of  revenues  over  expenses  $ 

6,159  $ 

65,287 

$ 25,395 

The  accompanying  notes  are  a part  of  these  financial  statements. 
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Mount  Royal  College  Day  Care 
Statement  of  Changes  in  Net  Assets 
For  the  year  ended  June  30,  2007 


2007  2006 


Investment  in 

Unrestricted  Capital  Assets 

Total 

Total 

Excess  of  revenues  over  expenses 

$ 65,287  $ 

$ 

65,287  $ 

25,395 

Changes  in  investment  in  capital  assets 
amortization  of  internally  funded  assets 

3,046 

(3,046) 

Increase  (decrease)  in  net  assets 

68,333 

(3,046) 

65,287 

25,395 

Balance,  beginning  of  year 

26,370 

5,767 

32,137 

6,742 

Balance,  end  of  year 

$ 94,703  $ 

2,721  $ 

97,424  $ 

32,137 

The  accompanying  notes  are  a part  of  these  financial  statements. 


Mount  Royal  College  Day  Care  Society 
Statement  of  Cash  Flows 
For  the  year  ended  June  30,  2007 


2007  2006 


Operating  activities: 

Excess  of  revenues  over  expenses 

$ 65,287 

$ 25,395 

Non-cash  transactions 

Amortization  of  capital  assets 

Earned  Capital  Contributions 

6,543 

(3,497) 

7,856 

(3,933) 

Net  change  in  non-cash  working  capital 

54,765 

2,804 

Cash  generated  from  operating  activities 

123,098 

32,122 

Investing  activities: 

Acquisition  of  capital  assets 

From  internal  funds 

(942) 

Cash  used  for  investing  activities 

(942) 

Increase  In  due  from  Mount  Royal  College 

123,098 

31,180 

Due  from  Mount  Royal  College, 

beginning  of  year 

42,024 

10,844 

Due  from  Mount  Royal  College, 
end  of  year 

$ 165,122 

$ 42,024 

The  accompanying  notes  are  a part  of  these  financial  statements. 
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Mount  Royal  College  Day  Care  Society 
Notes  to  the  Financial  Statements 
For  the  year  ended  June  30,  2007 


Note  1 


Note  2 


Purpose  of  the  Organization 

The  Mount  Royal  College  Day  Care  Society  (the  “Society”)  is  incorporated  under  the 
Societies  Act  of  the  Province  of  Alberta.  It  is  governed  by  a Board  of  Directors,  the 
majority  of  whose  members  are  appointed  by  Mount  Royal  College  (the  “College”). 

The  Society  is  formed  to  provide  day  care  service  primarily  for  children  of  students  and 
employees  of  the  College,  as  well  as  members  of  the  general  public.  The  Society  also 
provides  a facility  for  practicum  experience  for  students  in  the  College’s  Early 
Childhood  Education  Program.  The  Society’s  operation  is  dependent  on  financial 
contributions  provided  by  Alberta  Children's  Services  and  Alberta  Education. 

Significant  Accounting  Policies 

a)  General  and  Use  of  Estimates 

These  financial  statements  have  been  prepared  in  accordance  with  Canadian  generally 
accepted  accounting  principles.  The  measurement  of  certain  assets  and  liabilities  Is 
contingent  upon  future  events;  therefore,  the  preparation  of  these  financial  statements 
requires  the  use  of  estimates,  which  may  vary  from  actual  results.  The  following 
accounting  policies  and  reporting  practices  are  considered  significant. 

b)  Revenue  Recognition 

Restricted  contributions  are  deferred  and  recognized  as  revenue  in  the  year  In  which 
the  related  expenses  are  incurred.  Unrestricted  contributions  are  recognized  as 
revenue  when  receivable. 

Fees  and  contract  revenue  are  deferred  and  then  recognized  as  revenue  in  the  period 
the  services  are  provided. 

c)  Capital  Assets 

Capital  assets  are  recorded  at  cost.  Contributed  capital  assets  are  recorded  at  fair 
value  at  the  date  of  contribution  when  fair  value  can  be  reasonably  determined; 
otherwise  they  are  recorded  at  a nominal  value.  Amortization  is  provided  on  a straight- 
line  basis  over  the  asset’s  estimated  useful  life,  which  for  furnishings  and  equipment  Is 
3 to10  years,  for  leasehold  improvements  is  5 years,  and  for  computer  equipment  is  3 
years. 

d)  Financial  Instruments 

The  carrying  value  of  the  due  from  Mount  Royal  College,  accounts  receivable,  vacation 
liability  and  accounts  payable  approximate  their  fair  value  due  to  the  relatively  short 
periods  to  maturity  of  the  instruments. 
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Note  2 Significant  Accounting  Policies  (Continued) 

e)  Contributed  Services 

Mount  Royal  College  provides  680  square  meters  of  space  to  the  Society  to  operate  its 
programs  and  provide  its  services.  As  well,  the  costs  associated  with  the  provision  of 
certain  equipment,  furniture  and  overhead  have  been  borne  by  the  College.  The 
Society  provides  the  College  with  a program  base  for  students  of  the  College’s  Early 
Childhood  Education  Program  to  complete  the  practicum  experience  component  of 
their  studies.  The  value  of  the  services  provided  by  the  College  to  the  Society,  and  by 
the  Society  to  the  College,  are  not  recognized  in  these  financial  statements. 

f)  Unamortized  Deferred  Capital  Contributions 

The  unamortized  deferred  capita!  contributions  are  recognized  in  revenue  in  the  same 
period  as  the  amortization  on  the  capita!  assets. 

g)  Due  from  Mount  Royal  College 

This  represents  the  Society’s  cash  that  is  held  by  Mount  Royal  College. 


Note  3 Capital  Assets 


2007 

2006 

Cost 

Accumulated 

Net  Book 

Net  Book 

Amortization 

Value 

Value 

Computer  equipment 

$ 1,475 

$ 1,475 

$ 

- 

$ 

- 

Furnishings  and  equipment 

44,545 

39,506 

5,039 

11,234 

Leasehold  improvements 

1,745 

698 

1,047 

1,397 

$ 47,765 

$ 41,679 

$ 

6,086 

$ 

12,631 
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Note  4 


Unamortized  deferred  capital  contributions 


Note  5 


2007 

2006 

Earned  and  transferred  to  revenue 

$ (3,497) 

$ (3,933) 

Decrease  during  the  year 

(3,497) 

(3,933) 

Balance,  beginning  of  year 

6,864 

10,797 

Balance,  end  of  year 

$ 3,367 

$ 6,864 

Salaries  and  Benefits 

This  note  complies  with  the  requirements  of  the  Alberta  Treasury  Board  Salary  and 
Benefits  Disclosure  Directive  dated  December  16,  1998  (amended  on  June  13,  2007) 
as  applied  to  the  Society. 


2007 

2006 

Chairman  and  members 

Base 

Salary 

Other 

Cash 

Benefits 

Other 

Non-cash 

Benefits 

Total 

Total 

of  the  Board 

$ - 

$ - 

$ 

$ 

- 

$ 

Executive  Director 

$ 52,376 

$ 5,000 

$ 4,851 

$ 

62,227 

$61,998 

1 ) Base  salary  includes  pensionable  base  pay. 

2)  Other  cash  benefits  include  bonuses,  overtime,  lump  sum  payments  and  honoraria 

3)  Employer’s  share  of  all  employee  benefits  and  contributions  or  payments  made  on 
behalf  of  employees  including  pension,  health  care,  dental 

coverage,  out  of  country  medical  benefits,  group  life  insurance,  accidental  disability 
and  dismemberment  insurance,  and  long  term  disability  plan. 

4)  The  Society’s  Board  of  Directors  receive  no  remuneration  for  their  service. 

5)  The  Executive  Director  includes  two  incumbents;  the  Executive  Director  from 
December  2006  until  June  2007  and  the  Acting  Executive  Director  from  July  2006 
to  December  2006. 
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Note  6 Statement  of  Operations  by  Program 

The  Society  receives  grant  funding  for  the  Supported  Childcare  program  and  salary 
enhancement.  The  grants  are  received  from  the  Ministry  of  Alberta  Children’s  Services. 
Any  deficiency  of  revenue  over  expense  is  funded  out  of  fees.  The  grants  have  been 

accounted  for  as  follows  in  the  current  year: 


Mount  Royal  College  Day  Care  Society 
Statement  of  Operations 
For  the  year  ended  June  30, 2007 


Day  Care 

Preschool 

Supported 

2007 

2006 

Services 

Program 

Childcare 

Total 

Total 

Revenues 

Grants: 

Alberta  Children’s  Services 

$ 

- 

$ 

- 

$ 

33,735 

$ 

33,735 

$ 

26,107 

Alberta  Education 

- 

- 

- 

- 

23,284 

Other  Grants 

103,279 

- 

- 

103,279 

65,865 

Fees 

633,092 

103,115 

- 

736,207 

640,415 

Earned  Capita!  Contributions 

3,497 

- 

- 

3,497 

3,933 

Other 

3,900 

1,548 

- 

5,448 

3,215 

743,768 

104,663 

33,735 

882,166 

762,819 

Expenses 

Salaries 

553,61 1 

61,275 

31,997 

646,883 

587,022 

Benefits 

70,259 

4,486 

4,155 

78,900 

76,705 

Food  Services 

30,912 

- 

- 

30,912 

27,954 

Supplies  and  Printing 

27,665 

3,168 

- 

30,833 

17,805 

Bad  Debt  Expense 

2,031 

- 

- 

2,031 

2,871 

Professional  Development 

10,568 

90 

. 

10,658 

4,053 

Bank  Services 

7,286 

- 

- 

7,286 

5,200 

Advertising 

1,179 

1,399 

- 

2,578 

5,720 

Miscellaneous 

255 

- 

- 

255 

2,238 

Amortization  Expense 

6,543 

- 

- 

6,543 

7,856 

710,309 

70,418 

36,152 

816,879 

737,424 

Excess  (deficiency)  of  revenues 

over  expense 

$ 

33,459 

$ 

34,245 

$ 

(2,417) 

$ 

65,287 

$ 

25,395 

Note  7 Approval  of  Financial  Statements 

These  Statements  were  approved  by  the  Society’s  Board  of  Directors. 


221 


i 

i 


222 


NORQUEST  COLLEGE 
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Notes  to  the  Consolidated  Financial  Statements 
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AUDIT 
GENEL  _ 
Alberta 


Auditor’s  Report 


To  the  Board  of  Governors  of  NorQuest  College 

I have  audited  the  consolidated  statement  of  financial  position  of  NorQuest  College  as  at 
June  30,  2007  and  the  consolidated  statements  of  operations,  changes  in  net  assets,  and  cash  flow 
for  the  year  then  ended.  These  financial  statements  are  the  responsibility  of  the  College’s 
management.  My  responsibility  is  to  express  an  opinion  on  these  financial  statements  based  on 
my  audit. 

I conducted  my  audit  in  accordance  with  Canadian  generally  accepted  auditing  standards.  Those 
standards  require  that  I plan  and  perform  an  audit  to  obtain  reasonable  assurance  whether  the 
financial  statements  are  free  of  material  misstatement.  An  audit  includes  examining,  on  a test 
basis,  evidence  supporting  the  amounts  and  disclosures  in  the  financial  statements.  An  audit  also 
includes  assessing  the  accounting  principles  used  and  significant  estimates  made  by 
management,  as  well  as  evaluating  the  overall  financial  statement  presentation. 

In  my  opinion,  these  consolidated  financial  statements  present  fairly,  in  all  material  respects,  the 
financial  position  of  the  College  as  at  June  30,  2007  and  the  results  of  its  operations  and  its  cash 
flows  for  the  year  then  ended  in  accordance  with  Canadian  generally  accepted  accounting 
principles. 


Edmonton,  Alberta 
September  21,  2007 
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NORQUEST  COLLEGE 


CONSOLIDATED  STATEMENT  OF  FINANCIAL  POSITION 

AS  AT  JUNE  30.  2007 

2007 

2006 

ASSETS 

Current: 

Cash  and  cash  equivalents  (Note  3) 

Accounts  receivable 

Inventories 

Prepaid  expenses 

$ 4,898,171 
2,886,380 
161,811 
324,723 

$ 2,905,389 
1,450,149 
171,338 
166,217 

8,271,085 

4,693,093 

Non-current  cash  and  cash  equivalents  (Note  3) 

Investments  (Note  4) 

Capital  assets  (Note  5) 

5,268,233 

4,730,730 

27,777,229 

3,121,828 

6,220,311 

26,868,241 

$ 46,047,277 

$ 40,903,473 

LIABILITIES  AND  NET  ASSETS 

Current: 

Accounts  payable  and  accrued  liabilities 

Accrued  vacation  pay 

Unearned  revenue  (Note  6) 

Current  portion  of  lease  inducement  (Note  7) 

Deferred  contributions  (Note  8) 

$ 2,839,867 
3,091,674 
1,178,566 
56,434 

1 ,852,988 

$ 2,415,485 
2,670,053 

1 ,030,599 

729,938 

9,019,529 

6,846,075 

Deferred  lease  inducement  (Note  7) 

Deferred  capital  contributions  (Note  9) 

Unamortized  deferred  capital  contributions  (Note  1 1 ) 

319,795 

1,730,960 

16,021,542 

655,243 

15,352,825 

27,091,826 

22,854,143 

Net  Assets: 

Unrestricted 

Internally  restricted  (Note  12) 

Invested  in  capital  assets 

1,731,064 

4,582,232 

1 1 ,755,687 

1,135,783 

4,721,666 

11,515,416 

18,068,983 

17,372,865 

Endowments  (Note  1 3) 

886,468 

676,465 

18,955,451 

18,049,330 

$ 46,047,277 

$ 40,903,473 

The  accompanying  notes  are  an  integral  part  of  these  financial  statements. 
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NORQUEST  COLLEGE 

CONSOLIDATED  STATEMENT  OF  OPERATIONS 


FOR  THE  YEAR  ENDED  JUNE  30,  2007 


2007  2006 


Budget 

Actual 

Actual 

(Note  23) 

Revenue: 

Grants  and  other  provincial 

government  contributions  (Note  14) 

$ 28,154,548 

$ 28,887,569 

$25,182,391 

Tuition  and  related  fees 

11,860,118 

9,624,209 

9,940,120 

Entrepreneurial  grants 

and  contracts  (Note  1 5) 

5,017,960 

5,713,588 

4,579,510 

Other  sales,  services  and 

rental  income 

2,022,117 

2,066.769 

1,893,979 

Amortization  of  deferred  capital 

contributions  (Note  1 1 ) 

950,000 

823,020 

891,964 

Interest  income  (Note  17) 

400,000 

654,518 

515,497 

Donations  and  contributions 

239,923 

326,002 

187,531 

48,644,666 

48,095,675 

43,190,992 

Expense  (Note  18): 

Salaries,  wages  and  benefits  (Note  19) 

37,797,707 

34,933,102 

31,666,975 

Supplies  and  services  (Note  20) 

7,248,256 

9,175,567 

7,589,501 

Amortization  and  loss/gain  on  disposal 

2,250,000 

2,370,459 

2,253,307 

Utilities 

564,488 

579,801 

582,389 

Professional  development 

406,308 

340,628 

352,416 

48,266,759 

47,399,557 

42,444,588 

Excess  of  revenue  over  expense 

$ 377,907 

$ 696,118 

$ 746,404 
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NQ'RQUEST  COLLEGE 

CONSOLIDATED  STATEMENT  OF  CHANGES  IN  NET  ASSETS 
FOR  THE  YEAR  ENDED  JUNE  30.  2007 
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NORQUEST  COLLEGE 

CONSOLIDATED  STATEMENT  OF  CASH  FLOW 

FOR  THE  YEAR  ENDED  JUNE  30.  2007 


2007 


2006 


Cash  generated  from: 
Operating  activities: 


Excess  of  revenue  over  expense 

$ 696,118 

$ 746,404 

Non-cash  transactions: 

Amortization  of  capital  assets 

2,346,287 

2,252,698 

Amortization  of  deferred  capital  contributions  (Note  1 1 ) 

(823,020) 

(891,964) 

Loss  on  disposal  of  capital  assets 

24,172 

609 

2,243,557 

2,107,747 

Changes  in  working  capital: 

Accounts  receivable 

(1,436,231) 

264,663 

Inventories 

9,527 

(12,088) 

Prepaid  expenses 

(158,506) 

83,322 

Accounts  payable  and  accrued  liabilities 

424,382 

106,152 

Accrued  vacation  pay 

421,621 

127,747 

Unearned  revenue 

147,967 

(518,275) 

Leasehold  inducement 

376,229 

- 

Deferred  contributions 

1,123,050 

349,394 

908,039 

400,915 

Cash  provided  by  operating  activities 

3,151,596 

2,508,662 

Investing  activities: 

Proceeds  on  disposal  of  capital  assets 

9,741 

5,184 

Decrease  (increase)  in  non-current  cash 

(2,146,405) 

99,921 

Decrease  in  investments 

1,489,581 

1,948,128 

Acquisition  of  capital  assets  - internally  funded 

(1,797,451) 

(2,855,945) 

Acquisition  of  capital  assets  - externally  funded 

(1,491,737) 

(1,213,516) 

Cash  applied  to  investing  activities 

(3,936,271) 

(2,016,228) 

Financing  activities: 

Deferred  capital  contributions  received  (Note  9)  1 ,642,510  1 ,984,050 

Deferred  capital  contributions  used  for  operating  (1 66,304)  (1 91 ,11 3) 

Endowment  contributions  210,003  268,754 

Donated  equipment  (Note  11)  1 ,091 ,248  8,266 


Cash  generated  from  financing  activities  2,777,457  2,069,957 


Increase  in  cash  and  cash  equivalents  1 ,992,782  2,562,391 


Cash  and  cash  equivalents,  beginning  of  year  2,905,389  342,998 

Cash  and  cash  equivalents,  end  of  year  $ 4,898,171  $ 2,905,389 
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NORQUEST  COLLEGE 

NOTES  TO  THE  CONSOLIDATED  FINANCIAL  STATEMENTS 
June  30,  2007 


Note  1 Authority  and  Purpose 

NorQuest  College  (the  “College”)  operates  under  the  authority  of  the  Post-Secondary  Learning  Act, 
Chapter  P-19.5,  Statutes  of  Alberta,  2003. 

Serving  primarily  communities  in  central  Alberta,  the  College  provides  instruction  and  training  to  assist 
adult  learners  through  academic  upgrading  programs;  career  entry  training  in  business,  health, 
trades,  technical  and  service  industries;  and  English  as  a second  language  programs.  The  College 
maintains  a special  Interest  in  providing  programs  and  services  to  aboriginal  communities. 


Note  2 Significant  Accounting  Policies  and  Reporting  Practices 
(a)  Consolidation 

These  consolidated  financial  statements  have  been  prepared  in  accordance  with  Canadian 
generally  accepted  accounting  principles  and  include  the  accounts  of  the  College  and  the 
NorQuest  College  Foundation. 


In  preparing  the  College's  consolidated  financial  statements,  management  is  required  to  make 
estimates  and  assumptions  that  affect  the  reported  amounts  of  assets  and  liabilities,  the 
disclosure  of  contingent  assets  and  liabilities  at  the  date  of  the  consolidated  financial  statements 
and  reported  amounts  of  revenues  and  expenses  during  the  period. 

The  fair  value  of  donated  equipment  of  $1 ,036,260,  Included  in  computer  software,  is  the  most 
significant  item  based  on  an  estimate.  The  actual  fair  value  could  differ  from  the  estimate  made 
by  management  in  these  financial  statements,  and  this  difference  could  be  significant. 

(b)  Revenue  Recognition 

(I)  Unrestricted  Contributions 

Unrestricted  operating  grants  and  contributions  are  recognized  as  revenue  in  the  period 
when  receivable. 

(ii)  Restricted  Contributions 

Externally  restricted  grants  and  contributions  received  primarily  for  non  capital  purposes 
are  deferred  and  recognized  as  revenue  in  the  period  when  related  expenses  are  incurred. 

Externally  restricted  contributions  received  primarily  for  capital  purposes  are  recorded  as 
deferred  capital  contributions  until  the  amount  is  invested  in  capital  assets.  Amounts 
invested  representing  externally  funded  capital  assets  are  then  transferred  to  Unamortized 
Deferred  Capital  Contributions.  Unamortized  Deferred  Capital  Contributions  are 
recognized  as  revenue  in  the  periods  in  which  the  related  amortization  expense  of  the 
funded  capital  asset  is  recorded. 
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Restricted  contributions  for  the  purchase  of  capita!  assets  which  will  not  be  amortized  are 
recorded  as  direct  increases  in  net  assets  Invested  in  Capita!  Assets. 

Externally  restricted  contributions  for  endowment  purposes  are  not  recognized  as  revenue, 
but  are  recorded  as  direct  increases  in  net  assets. 

(iii)  Investment  Income 

Unrestricted  investment  income  is  recognized  in  the  year  it  is  earned.  Investment  income 
subject  to  external  restrictions  is  deferred  and  recognized  as  revenue  in  the  period  the 
related  expenses  are  incurred. 

(iv)  Donations 

Donations  and  contributions  in  kind  are  recorded  at  fair  value. 

(v)  Program  Delivery 

Revenue  from  tuition  fees,  education  contract  programs  and  sale  of  goods  and  services  is 
recognized  as  revenue  in  the  period  in  which  the  goods  are  delivered  or  the  services  are 
provided. 

Revenue  from  long-term  education  contracts  is  determined  using  the  percentage  of 
completion  method.  Provision  is  made  for  all  anticipated  losses  as  soon  as  they  become 
evident. 

(c)  Inventories 

Inventories  for  resale  are  valued  at  the  lower  of  cost  and  net  realizable  value.  Cost  is  determined 
on  a first-in,  first-out  basis. 

(d)  Capital  Assets 

Capital  assets  are  recorded  at  cost,  except  donated  assets,  which  are  recorded  at  fair  value. 

Capital  assets  are  amortized  on  a straight-line  basis  over  the  following  estimated  average  useful 

lives: 


Buildings,  site  and  leasehold  improvements 

7 - 40  years 

Furniture,  equipment  and  vehicles 

1 0 years 

Library  collection 

1 0 years 

Curriculum 

10  years 

Computer  hardware 

5 years 

Computer  software 

5 years 

Rental  books 

5 years 
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(e)  Employee  Future  Benefits 

The  College  participates  in  the  Public  Service  Pension  Plan  and  the  Management  Employees 
Pension  Plan.  These  pension  plans  are  multi-employer  defined  benefit  pension  plans,  that 
provide  pensions  for  the  College's  participating  employees,  based  on  years  of  service  and 
earnings. 

Pension  costs  included  in  these  financial  statements  comprise  the  cost  of  employer  contributions, 
for  its  employees  during  the  year,  based  on  rates  which  are  expected  to  provide  for  benefits 
payable  under  the  respective  pension  plan.  The  College's  portion  of  the  pension  plans'  deficit  or 
surplus  is  not  recorded  by  the  College. 

(f)  Full  Cost 

The  College  accounts  for  all  significant  costs  and  revenues  related  to  the  services  it  delivers.  The 
fair  value  of  services  provided  by  the  Alberta  Government  is  recorded,  with  a corresponding 
amount  in  grants  and  other  provincial  government  contributions.  This  consists  of  an  estimate  of 
the  fair  value  of  the  lease  payments  for  buildings  which  are  leased  by  the  College  at  a discounted 
or  nominal  cost,  an  estimate  of  the  fair  value  of  internet  services,  and  an  estimate  of  the  fair  value 
of  courier  services. 

(g)  Financial  Instruments 

The  carrying  value  of  cash,  receivables,  payables  and  accruals  approximate  their  fair  values  due 
to  the  relatively  short  periods  of  maturity  of  the  instruments. 

The  Canadian  Institute  of  Chartered  Accountants  (CICA)  has  issued  new  accounting  standards 
for  Financial  Instruments.  These  standards  are  effective  for  the  entity  beginning  July  1 , 2007.  The 
principal  impacts  of  the  standard  are  as  follows: 

Financial  assets  can  be  classified  as  available  for  sale,  held  to  maturity,  trading  or  loans  and 
receivables.  Financial  liabilities  can  be  classified  as  trading  or  other.  All  entity  financial  assets  and 
liabilities  will  be  recorded  on  the  statement  of  financial  position  at  fair  value.  All  financial 
investments  will  be  classified  as  available  for  sale  and  will  be  accounted  for  at  fair  value  with 
unrealized  gains  and  losses  reported  as  an  adjustment  to  unrestricted  net  assets. 

The  opening  change  on  adopting  this  new  basis  of  accounting  on  July  1 , 2007  will  be  an  increase 
in  the  net  assets  of  the  entity  by  $120,142. 
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Note  3 Cash  and  cash  equivalents  (current  and  non-current) 


Note  4 


2007 2006 


Book  Value 

Market  Value 

Book  Value 

Market  Value 

Cash  - operating 

Cash  - investment  fund 

$ 493,516 

9,672,888 

$ 493,516 

9,672,888 

$ 300,457 

5,726,760 

$ 

300,457 

5,726,760 

Total  cash  and  cash  equivalents 

10,166,404 

10,166,404 

6,027,217 

6,027,217 

Less  non-current  portion 

(5,268,233) 

(3,121,828) 

Cash  and  cash  equivalents  - current 

$ 4,898,171 

$ 2,905,389 

Non-current  cash  and  investments  are  comprised  of: 

2007 

2006 

Internally  restricted  for  capital  purposes  (Note  12) 
Externally  restricted  for  capital  purposes 

Endowments 

$ 2,650,805 
1,730,960 
886,468 

$ 

1,790,120 

655,243 

676,465 

$ 5,268,233 

$ 

3,121,828 

Investments 

2007 

2006 

Government  of  Canada  bonds 

Provincial  bonds 

Book  Value 
$ 3,736,148 
994,582 

Market  Value 
$ 3,845,221 
1,005,651 

Book  Value 
$ 3,729,405 
2,490,906 

Market  Value 
$ 3,875,898 
2,532,454 

Total  investments 

$ 4,730,730 

$ 4,850,872 

$ 6,220,311 

$ 

6,408,352 

Investments  by  range  of  maturity  date  are  as  follows: 


2007 


Effective  Yield 

Book  Value  Market  Value  to  Maturity 

Maturity  less  than  one  year 
Maturity  1 - 5 years,  bonds 

$ 4,730,730  $ 4,850,872 


$ 749,263 

3,981,467 


$ 760,813 

4,090,059 


4.97% 

5.15% 


The  market  value  of  investments  may  fluctuate  with  changes  in  current  interest  rates.  Market  values 
may  decrease  if  interest  rates  increase  and  may  increase  if  interest  rates  decrease. 

Term  to  maturity  of  investments  is  based  upon  the  contractual  maturity  of  the  security. 
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Note  5 Capital  Assets 


Cost 


Land 

$ 5,171,165 

Buildings,  site  and 

leasehold  improvements 

20,303,680 

Computer  hardware 

6,249,487 

Computer  software 

3,737,144 

Rental  books 

1,126,383 

Furniture,  equipment  and  vehicles 

2,382,193 

Library  collection 

982,446 

Curriculum 

878,755 

$40,831,253 


2007  2006 


Accumulated 

Amortization 

Net 

Book 

Value 

Net 

Book 

Value 

$ 

$ 5,171,165 

$ 5,171,165 

4,236,075 

16,067,605 

16,156,808 

4,073,370 

2,176,117 

2,203,751 

1,771,464. 

1 ,965,680 

926,620 

1,107,937 

18,446 

102,389 

1,019,488 

1,362,705 

1,303,923 

541,462 

440,984 

407,426 

304,228 

574,527 

596,159 

$ 13,054,024  $ 27,777,229  $ 26,868,241 


Buildings  include  $1,509,744  (2006  - $1,509,744)  of  the  Learning  Center  project  functionality  design 
cost,  amortization  of  which  is  deferred  until  the  completion  of  the  project.  Computer  software 
includes  $1 ,036,260  (2006  - $0)  of  donated  equipment. 


Note  6 Unearned  Revenue 


2007 

2006 

Tuition  fees 

$ 759,996 

$ 739,430 

Entrepreneurial  contract  programs 

399,363 

254,703 

Ancillary  services  and  other 

19,207 

36,466 

$ 1,178,566 

$ 1,030,599 

Note  7 Deferred  Lease  Inducement 

The  College  recejyed  a lease  inducemeni  unaer  an  agreement  for  leased  premises  in  2007.  The 
inducement  has  been  deferred  and  is  being  applied  as  a reduction  of  lease  expense  over  the  term  of 
the  lease  (March  1 , 2007  to  February  28,  2014)  on  a straight-line  basis  as  follows: 


2008  $ 56,434 

2009  56,434 

2010  56,434 

201 1 56,434 

2012  56,434 

subsequent  94,059 


Total  unamortized  deferred  lease  inducement  376,229 

Less:  current  portion  (56,434) 


Long  term  portion  of  deferred  lease  inducement  $ 319,795 
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Note  8 Deferred  Contributions 


2007  2006 


Restricted  donations  and  contributions  received  during  the  year: 

Conditional  grants 

$ 5,769,709 

$ 

4,468,292 

Donations  and  contributions 

915,631 

594,602 

Interest  inconne  (Note  17) 

67,368 

31,781 

T ransferred  to  revenue; 

Conditional  grants,  Alberta  Advanced  Education  (Note  14) 

6,752,708 

(3,356,845)" 

5,094,675 

(3,238,984) 

Conditional  grants,  Government  of  Canada 

(1,796,998) 

(1,218,205) 

Donations  and  contributions 

(326,002) 

(187,531) 

Interest  income  (Note  17) 

(15,973) 

(12,587) 

Transferred  to  deferred  capital  contributions  (Note  9) 

(5,495,818) 

(66,510) 

(4,657,307) 

T ransferred  to  endowments 

(67,330) 

(87,974) 

Increase  during  the  year 

1,123,050 

349,394 

Balance  at  beginning  of  year 

729,938 

380,544 

Balance  at  end  of  year 

$ 1,852,988 

$ 

729,938 

The  balance  consists  of  funds  restricted  for: 

E-campus  Development 

$ 8,506 

$ 

10,000 

Smoking  Cessation  Program 

24,414 

22,082 

Enrollment  Envelope 

461,250 

- 

High  Speed  Network 

70,701 

- 

International  Education  Program 

20,000 

- 

Training/Learner  Project 

75,959 

73,399 

Scholarships,  bursaries  and  special  projects 

1,192,158 

624,457 

$ 1,852,988 

$ 

729,938 
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Note  9 Deferred  Capital  Contributions 


2007 


2006 


Conditional  grants: 

Alberta  Infrastructure  and  Transportation 
Alberta  Advanced  Education 
T ransferred  from  deferred  contributions  (Note  8) 


1,642,510  1,984,050 


$ 476,000 

1,100,000 
66,510 


$ 1 ,238,000 

746,050 


Transferred  to  grant  revenue: 

Alberta  Infrastructure  and  Transportation  (Note  14) 
Alberta  Advanced  Education  (Note  14) 

Transferred  to  unamortized  deferred 

capital  contributions  (Note  1 1 ) 


Balance  at  beginning  of  year 
Balance  at  end  of  year 


(136,192) 

(147,882) 

(30,112) 

(43,231) 

(400,489) 

(1,205,249) 

1,075,717 

587,688 

655,243 

67,555 

$ 1,730,960 

$ 655,243 

The  balance  consists  of  funds  restricted  for: 


Alberta  Advanced  Education  - HVAC  System  Renewal 
Alberta  Advanced  Education  - Health  Careers  Expansion 
Access  to  the  Future 

Alberta  Infrastructure  and  Transportation  - 

Infrastructure  Maintenance  Program 


$ 635,103  $ 650,000 

5,243 

857,857 

238,000 - 


$ 1,730,960  $ 655,243 


Note  10  Employee  Future  Benefits 


At  July  1 , 2002,  the  College  established  a self-insured  long  term  disability  plan  for  its  term 
employees.  Employee  and  employer  contributions  are  based  on  a percentage  of  the  monthly 
salary  of  each  term  employee.  This  percentage  is  reviewed  each  year  in  conjunction  with  a 
review  of  the  actual  benefits  paid  out  during  the  year.  Employee  and  employer  contributions  for 
the  year  ended  June  30,  2007  were  $36,186  (2006  - $52,035)  and  $4,044  (2006  - $4,852) 
respectively.  Funds  disbursed  included  $96,430  (2006  - $49,666)  for  claims,  $3,816  (2006  - 
$3,852)  for  administration  costs,  and  leaving  plan  assets  of  $57,139  (2006  - $1 17,155). 

The  total  accrued  benefit  obligation  at  June  30,  2007  is  $67,240  (2006  - $1 12,282).  This  is 
comprised  of  an  open  and  reported  claims  liability  estimate  of  $37,067  (2006  - $69,61 6), 
determined  based  on  a gross  monthly  benefit  and  no  other  discounts  for  interest,  CPP  offsets, 
death  or  recovery,  and  a further  liability  of  $30,172  (2006  - $42,666)  estimated  for  incurred  but 
not  reported  claims  (established  based  on  75%  of  annual  paid  claims).  The  College  recognized 
an  expense  of  $14,973  (2006  - $21,402). 
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The  plan  deficit  is  $1 1 ,333  (2006  - surplus  of  $3,640).  The  plan  assets  are  included  in  the 
College's  cash  and  investments  and  the  accrued  benefit  obligation  is  included  in  the  College's 
accounts  payable  and  accrued  liabilities. 

The  College  participates  in  the  Public  Service  Pension  Plan  and  the  Management  Employees 
Pension  Plan.  The  pension  expense  recorded  in  these  financial  statements  is  equivalent  to  the 
College's  annual  contributions  of  $2,108,01 1 for  the  year  ended  June  30,  2007  (2006  - 
$1,829,830). 

At  December  31,  2006,  the  Management  Employees  Pension  Plan  reported  a deficiency  of 
$6,765,000  (2005-  $165,895,000)  and  the  Public  Service  Pension  Plan  reported  a surplus  of 
$153,024,000  (2005  deficiency  of  $187,704,000). 
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Note  11 


Unamortized  Deferred  Capital  Contributions 


2007 

2006 

Balance  at  beginning  of  year 

$ 

15,352,825 

$ 15,031,274 

Amortization  of  deferred  capital  contributions 

T ransferred  from  deferred  capital  contributions  (Note  9) 
Donated  equipment 

(823,020) 

400,489 

1,091,248 

(891,964) 

1,205,249 

8,266 

Balance  at  end  of  year 

$ 

16,021,542 

$ 15,352,825 

Note  12  Internally  Restricted  Net  Assets 

Internally  restricted  net  assets  represent  amounts  restricted  by  the  College  Board  of 
Governors  to  be  used  for  the  following  designated  purposes.  These  amounts  are  not 
available  for  other  purposes  without  the  approval  of  the  Board, 

2007 

Appropriations 

Opening  and  Transfers  Expended Closing 


Capital: 

Downtown  Campus 

Development  $ 1,432,728  $ - $ (94,201)  $ 1,338,527 

Information  Management 


Project 

- 

1,869,845 

(664,916) 

1,204,929 

Physical  Assets 

357,392 

306,980 

(557,023) 

107,349 

1,790,120 

2,176,825 

(1,316,140) 

2,650,805 

Operating: 

Information  and  Technology 

745,214 

21,261 

(364,182) 

402,293 

Organizational  Development 

518,278 

- 

(84,171) 

434,107 

Educational  Resources 

691,676 

109,547 

(200,091) 

601,132 

Health  Careers  Expansion 

330,534 

- 

(33,170) 

297,364 

Business  Development 

619,596 

(449,461) 

- 

170,135 

Scholarships 

26,248 

8,278 

(8,130) 

26,396 

$ 

4,721,666  $ 

1,866,450  $ 

(2,005,884)  $ 

4,582,232 
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Note  13  Endowments 


Note  14 


Endowments  consist  of  restricted  donations  to  the  College  and  internal  allocations  by  the 
Board  of  Governors,  the  principal  of  which  is  not  to  be  spent.  Investment  earnings  on 
externally  restricted  endowments  are  recorded  as  deferred  contributions  until  spent,  at  which 
time  they  are  recorded  as  revenue.  Investment  earnings  on  internally  restricted  endowments 
are  recorded  as  revenue  and  transferred  to  internally  restricted  net  assets  until  spent.  The 
investment  income  generated  from  endowments  must  be  used  in  accordance  with  the 
purposes  established  by  the  donors  or  the  Board  of  Governors.  Endowments  comprise  the 
following: 


2007  2006 


Externally  restricted  for  scholarships  and  bursaries 

$ 719,040 

$ 

535,005 

Internally  restricted; 

Scholarships  and  bursaries 

129,631 

104,000 

Literacy 

22,797 

22,460 

Career  training 

5,000 

5,000 

Graduation 

10,000 

10,000 

167,428 

$ 886,468 

$ 

141,460 

676,465 

Grants  and  Other  Provincial  Government  Contributions 

2007 

2006 

Alberta  Advanced  Education; 

General  operating  grant 

$ 24,837,427 

$21,152,829 

Performance  envelope 

311,900 

284,357 

Conditional  grants  (Note  8) 

3,356,845 

3,238,984 

Conditional  capital  grants  (Note  9) 

30,112 

43,231 

Other  Alberta  Government: 

Contributions  in  kind  (Note  22) 

215,093 

315,108 

Conditional  capital  grants  (Note  9) 

136,192 

147,882 

$ 28,887,569 

$25,182,391 
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Note  1 5 Entrepreneurial  grants  and  contracts 


2007  2006 


Government  of  Canada  - Language  Instruction 


for  Newcomers  $ 1,974,291  $ 1,391,226 


Consortia  Contracts 

718,170 

686,719 

Alberta  Human  Resources  and  Employment: 

Alberta  Workforce  Essentials 

3,782 

27,897 

Living  Allowance  Direct  Debit  Project 

25,000 

25,000 

Client  Advisory  and  Information  Services 

641,425 

730,800 

Disability  Related  Employment  Support 

779,126 

752,184 

Call  Centre  Training  Program 

73,690 

- 

PN  Diploma  for  Internationally  Educated  Nurses 

50,486 

- 

From  Immersion  to  Integration 

88,535 

- 

Moving  and  Logistics  Program 

26,400 

- 

ESL  Support  for  Welcoming  Canadians 

42,115 

- 

Exit  Test  Template  for  CLB 

23,940 

- 

1,754,499 

1,535,881 

Other  contracts 

1,266,628 

965,684 

$ 5,713,588 

$ 4,579,510 

239 


Note  16  Ancillary  Services 


2007 2006 


Campus 

Rental 

Other 

Store 

Books 

Ancillary 

Total 

Total 

Revenue 

$ 

884,412 

$ 572,908 

$ 422,775 

$ 1,880,095 

$ 1,779,002 

Expense  (Note  1 8) 

(712,132) 

(509,562) 

(237,235) 

(1,458,929) 

(1,303,057) 

Net 

172,280 

63,346 

185,540 

421,166 

475,945 

Indirect  expenses 

(76,921) 

(151,289) 

(23,045) 

(251,255) 

(250,370) 

Excess  (Deficiency) 

$ 

95,359 

$ (87,943) 

$ 162,495 

$ 169,911 

$ 225,575 

Indirect  expenses  include  estimates  for  the  cost  of  use  of  space,  facility  operating  costs,  and 
institutional  support.  Other  ancillary  services  include  parking,  car  wash,  and  external  printing 
services. 


Note  17  Interest  Income 


2007  2006 


Interest  earnings 

$ 

705,913 

$ 

534,691 

Add  deferred  amounts  expended  (Note  8) 

Less  amounts  transferred  to  deferred  contributions 

15,973 

12,587 

for  scholarships  and  bursaries  (Note  8) 

(67,368) 

(31,781) 

Total  interest  income  recognized  as  revenue 

$ 

654,518 

$ 

515,497 
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Note  18  Expense  by  Function 


2007 

2006 

Instruction 

$ 17,361,911 

$ 16,415,736 

Academic  support 

9,083,467 

8,066,038 

Facilities  operations  and  maintenance 

5,673,798 

5,045,226 

Student  services 

5,159,310 

5,145,540 

Institutional  support 

5,111,100 

4,160,356 

Ancillary  services  (Note  1 6) 

1,458,929 

1,303,057 

Computing,  network  and  communications 

3,551,042 

2,305,663 

Special  purpose  and  trust 

- 

2,972 

$ 47,399,557 

$ 42,444,588 

Instruction  encompasses  all  formal  educational  and  instructional  program  elements. 


Academic  support  includes  all  activities  that  directly  support  the  educational  and 
instructional  elements  such  as  academic  administration,  library  and  audio  visual  services. 

Facilities  operations  and  maintenance  includes  building  maintenance,  facilities 
administration,  custodial  services,  utilities,  repairs  and  renovations,  capital  amortization 
and  other  activities  for  the  management  of  the  facilities. 

Student  services  includes  all  activities  or  services  to  the  student  body  of  the  College. 

Institutional  support  includes  all  activities  that  provide  College-wide  support  to  other 
programs  and  services. 

Ancillary  services  include  self  supporting  revenue  producing  services  provided  to 
students,  faculty  and  staff. 

Computing,  network  and  communications  includes  activities  and  services  that  provide 
and  support  computing,  networking,  data  communications  and  other  information 
technology  functions. 

Special  purpose  and  trust  includes  activities  related  to  student  assessment  testing. 
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vlote19  Salaries,  Wages  and  Benefits 


The  following  information  is  prepared  in  accordance  with  Treasury  Board  Directive  No.  12/98,  as  amended 
July  6,  2004,  and  only  includes  salary  and  benefit  information  for  the  Board  and  Senior  Management: 

2007  2006 

Other  Non- 

Base  Other  Cash  cash 
Salary^^^  Benefits^^^  Benefits^^^ Total Total 


Chairman  of  the  Board 

$ 

- 

$ 

5,040 

$ 

76 

$ 

5,116 

$ 

5,116 

Board  Members 

- 

26,925 

19 

$ 

26,944 

25,350 

President 

162,324 

- 

17,825 

$ 

180,149 

171,614 

Vice  President  Corporate  Services^"^^ 

149,831 

- 

25,951 

$ 

175,782 

145,695 

Vice  President  Academic 

Director,  Information  and 

131,724 

- 

26,777 

$ 

158,501 

137,002 

TechnoloqV^^ 

Vice  President  Organizational 

119,844 

- 

26,305 

$ 

146,149 

32,312 

Development^®^ 

115,515 

- 

26,073 

$ 

141,588 

104,830 

$ 

679,238 

$ 

31,965 

$ 

123,026 

$ 

834,230 

$ 

621,919 

1 ) Base  Salary  represents  the  actual  salary  expense  and  includes  base  pay  and  amounts  deferred  for 
future  leave. 

2)  Other  cash  benefits  include  bonuses,  overtime,  lump  sum  payments  and  honoraria. 

3) 

Other  non-cash  benefits  include  the  College’s  share  of  all  employee  benefits  and  contributions  or 
payments  made  on  behalf  of  employees  including  pension,  health  care,  dental  coverage,  group  life 
insurance,  short  and  long-term  disability  plans,  and  professional  memberships  required  for  employment. 
Other  non-cash  benefits  also  includes  accrued  professional  development  leave  for  the  President. 

4) 

The  value  reported  for  the  Vice  President  Corporate  Services  includes  amounts  paid  to  two  separate 
individuals.  For  2007,  the  new  Vice  President  Corporate  Services  commenced  employment  in  March 
2007.  For  2006,  the  amount  includes  amounts  for  the  previous  Vice  President  Corporate  Services  only. 

5)  For  2006,  the  Director,  Information  and  Technology  commenced  employment  with  the  College  on  March 
10,  2006.  Prior  to  that  the  position  was  vacant. 

6) 

The  Vice  President  Organizational  Development  position  was  partially  occupied  in  both  2006  and  2007. 
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ote  20 


Supplies  and  Services 


2007 


2006 


Supplies  and  services 
Contracted  services 
Repairs  and  maintenance 
Purchases  for  resale 
Leases  and  rentals 
Marketing 

T elecom  m unications 
Scholarships  and  bursaries 


$2,779,848 

$2,681,259 

1,785,672 

1,244,372 

1,156,874 

1,146,204 

651,212 

603,791 

1,533,800 

952,275 

853,329 

645,875 

281,318 

204,760 

133,514 

110,965 

$9,175,567  $7,589,501 


ote  21  Commitments  and  Contingencies 

Future  minimum  annual  lease  payments  under  operating  leases  and  other  commitments  are: 


2008 

2009 

2010 
2011 

2012  and  thereafter 


$ 2,655,271 
2,531,568 
2,282,866 
981,855 
2,610,003 


Included  in  the  above  is  a major  contract  to  provide  facility  maintenance  services.  The  contract  is  for  the 
period  July  1, 2007  to  June  30,  2010.  The  total  outstanding  commitment  at  June  30,  2007  is 
$3,773,160. 
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Note  22 


Related  Parties 


(a)  Alberta  Government  and  Alberta  Post-Secondary  Education  Institutions 

The  College  is  a Provincial  Corporation.  All  of  the  members  of  the  Board  of  Governors 
are  appointed  pursuant  to  the  Post  Secondary  Learning  Act  by  a combination  of  orders  by 
the  Lieutenant  Governor  in  Council  or  the  Minister  of  Advanced  Education.  In  accordance 
with  the  accounting  policy  described  in  Note  2 (f),  the  College  accounts  for  all  significant 
costs  related  to  the  services  for  which  it  is  responsible. 

In  the  normal  course  of  operations,  the  College  engages  in  brokerage  and  other 
collaborative  arrangements  with  other  post-secondary  educational  institutions  in  Alberta. 
These  institutions  are  also  Provincial  Corporations. 

The  College  had  the  following  transactions  with  related  parties: 


Post  Secondary 

Alberta  Government  Collaboration 


2007 

2006 

2007 

2006 

Revenues: 

Grants  and  other  provincial 
government  contributions 
Contract  Programs 
Amortization  of  deferred 
capital  contributions 

Other  sales,  services 
and  rental  income 

$ 28,672,476 
1,791,396 

798,680 

566 

$ 24,877,282 
1,569,999 

886,752 

5,155 

$ 

221,872 

80 

$ 

670,415 

1,190 

$31,263,118 

$27,339,188 

$ 221,952 

$671,605 

Expenses 

$ 

112,610 

$ 

111,023 

$ 224,623 

$ 237,926 

Contributions  in  kind  (Note  14) 

215,093 

315,108 

- 

- 

$ 

327,703 

$ 

426,131 

$ 224,623 

$ 237,926 

Accounts  receivable 

$ 

575,651 

$ 

377,562 

$ 166,384 

$ 179,321 

Accounts  payable 

$ 

$ 

13,613 

$ 12,899 

$ 

Deferred  capital  contributions 

$ 

1,730,960 

$ 

655,243 

$ 

$ 

Unamortized  deferred 

capital  contributions 

$ 14,854,218 

$ 15,325,488 

$ 

$ 
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Contributions  in  kind  from  the  Alberta  Government  includes  an  estimate  of  the  fair  value 
of  the  lease  payments  of  the  buildings  leased  by  the  College  from  the  Alberta 
Government  at  nominal  or  discounted  amounts,  and  estimates  of  the  fair  value  of  courier 
and  internet  services. 

(b)  Joint  Venture 

On  December  18, 1998,  the  Lieutenant  Governor  in  Council  approved  the  establishment 
of  a corporation,  to  be  owned  equally  by  Northern  Lakes  College,  Portage  College, 
NorQuest  College  and  Bow  Valley  College.  On  February  10, 1999,  818196  Alberta  Ltd. 
was  Incorporated  pursuant  to  the  Alberta  Business  Corporations  Act. 

The  Corporation  was  created  for  the  purpose  of  holding  the  jointly  developed  intellectual 
property  transferred  from  her  Majesty  the  Queen  in  Right  of  the  Province  of  Alberta  as 
represented  by  the  Minister  of  Advanced  Education.  The  fair  value  of  the  intellectual 
property  transferred  cannot  be  reasonably  determined.  As  at  June  30,  2007,  this 
Corporation  was  not  active. 
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Note  23  Budget 


The  Board  of  Governors  approved  the  College’s  annual  budget  on  June  12,  2006. 


Note  24  Funds  Held  on  Behalf  of  Others 

The  College  provides  accounting  services  to  certain  entities.  The  following  funds,  held 
by  the  College  on  their  behalf,  are  not  included  in  these  financial  statements: 

2007  2006 


NorQuest  College  Faculty  Association 

$ 

- 

$ 332,583 

NorQuest  College  Students'  Association 

380,280 

321,025 

Deferred  Salary  Leave  Plan 

13,035 

12,575 

NorQuest  College  Staff  Social  Fund  - Spirit  Planners 

5,994 

2,570 

NorQuest  Student  Art  Club 

12,961 

8,787 

Marine  Biology  Student  Fund 

- 

90 

$ 

412,270 

$ 677,630 

Note  25  Comparative  Figures 

Certain  comparative  amounts  have  been  reclassified  where  necessary  to  conform  to  the 
current  year's  financial  statement  presentation. 


Note  26  Approval  of  Financial  Statements 

These  financial  statements  were  approved  by  the  Board  of  Governors. 
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NORTHERN  LAKES  COLLEGE 
CONSOLIDATED  FINANCIAL  STATEMENTS 


June  30, 2007 
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Consolidated  Statement  of  Changes  in  Net  Assets 
Consolidated  Statement  of  Cash  Flows 
Notes  to  the  Consolidated  Financial  Statements 
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AUDIT 

GENE___ 

Alberta 


Auditor’s  Report 


To  the  Board  of  Governors  of  Northern  Lakes  College 

I have  audited  the  consolidated  statement  of  financial  position  of  Northern  Lakes  College  as  at 
June  30,  2007  and  the  consolidated  statements  of  operations,  changes  in  net  assets,  and  cash 
flows  for  the  year  then  ended.  These  financial  statements  are  the  responsibility  of  the  College’s 
management.  My  responsibility  is  to  express  an  opinion  on  these  financial  statements  based  on 
my  audit. 

I conducted  my  audit  in  accordance  with  Canadian  generally  accepted  auditing  standards.  Those 
standards  require  that  I plan  and  perform  an  audit  to  obtain  reasonable  assurance  whether  the 
financial  statements  are  free  of  material  misstatement.  An  audit  includes  examining,  on  a test 
basis,  evidence  supporting  the  amounts  and  disclosures  in  the  financial  statements.  An  audit  also 
includes  assessing  the  accounting  principles  used  and  significant  estimates  made  by 
management,  as  well  as  evaluating  the  overall  financial  statement  presentation. 

In  my  opinion,  these  consolidated  financial  statements  present  fairly,  in  all  material  respects,  the 
financial  position  of  Northern  Lakes  College  as  at  June  30,  2007  and  the  results  of  its  operations 
and  its  cash  flows  for  the  year  then  ended  in  accordance  with  Canadian  generally  accepted 
accounting  principles. 


Edmonton,  Alberta 
October  5,  2007 


FCA 

Auditor  General 
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GENERAJ 
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NORTHERN  LAKES  COLLEGE 


CONSOLIDATED  STATEMENT  OF  FINANCIAL  POSITION 


June  30. 2007 


ASSETS 


Current: 

Cash 

Accounts  receivable 
Inventories  (Note  3) 
Prepaid  expenses 


fon-current  cash  (Note  4) 
n vestments  (Note  5) 
Capital  assets  (Note  6) 


LiABn^rnES  and  net  assets 


Current: 

Accounts  payable  and  accrued  liabilities 
Accrued  vacation  pay 
Unearned  revenue  (Note  7) 

Deferred  contributions  (Note  8) 

Deferred  capital  contributions  (Note  9) 
Security  deposits  held 

Current  portion  of  equipment  loan  (Note  10) 


Equipment  loan  (Note  10) 

Jnamortized  deferred  capital  contributions  (Note  1 1) 


^et  assets: 

Unrestricted  net  assets 

Invested  in  capital  assets 

Internally  restricted  net  assets  (Note  12) 

Endowments 


2007  2006 


$ 6,201,458 
881,622 
208,077 
112,242 

$ 4,073,454 
1,009,004 
281,056 
161,427 

7,403,399 

5,524,941 

851,871 

36,730 

4,746,108 

4,760,609 

29,923,992 

30,364,757 

$42,925,370 

$40,687,037 

$ 1,135,814  $ 1,208,390 


2,031,605 

1,877,992 

46,519 

8,975 

4,206,557 

3,161,575 

1,179 

15,062 

32,845 

21,713 

35,224 

35,224 

7,489,743 

6,328,931 

26,408 

61,631 

24,631,188 

24,894,945 

32,147,339 

31,285,507 

2,557,551 

3,304,010 

5,292,804 

5,469,812 

1,512,442 

12,442 

1,415,234 

615,266 

10,778,031 

9,401,530 

$42,925,370 

$40,687,037 

rhe  accompanying  notes  are  an  integral  part  of  these  consolidated  financial  statements. 
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NORTHERN  LAKES  COLLEGE 


CONSOLIDATED  STATEMENT  OF  OPERATIONS 

YEAR  ENDED  JUNE  30. 2007 


2007  2006 


Budget  Actual  Actual 


(Note  23) 

Revenue: 

Grants  and  provincial  government  contributions  (Note  13) 

$22,534,706 

$23,078,911 

$21,496,749 

Tuition  and  related  fees 

4,718,852 

3,923,273 

3,563,888 

Sales,  rentals  and  services  (Note  14) 

1,447,903 

1,536,837 

1,608,291 

Contract  programs 

235,965 

155,130 

177,527 

Investment  income  (Note  15) 

301,000 

448,634 

301,326 

Donations  and  contributions 

137,000 

74,580 

136,978 

Miscellaneous 

1,700 

7,984 

45,350 

Gain  (Loss)  on  disposal  of  capital  assets 

6,000 

33,584 

(448) 

Amortization  of  deferred  capital  contributions  (Note  11) 

1,315,000 

1,298,609 

1,303,829 

30,698,126 

30,557,542 

28,633,490 

Expense  (Note  16): 

Salaries,  wages  and  benefits  (Note  17) 

18,507,586 

18,101,746 

16,179,872 

Supplies  and  services  (Note  19) 

6,950,480 

6,821,621 

6,800,281 

Amortization 

2,015,000 

2,069,164 

2,077,519 

Utilities 

1,260,710 

1,123,982 

1,226,338 

Cost  of  goods  sold 

688,000 

602,412 

708,643 

Travel 

713,125 

745,023 

645,071 

Facilities  rental 

240,800 

300,111 

191,417 

Repairs  and  maintenance 

230,650 

138,765 

196,859 

Scholarships  and  bursaries 

91,775 

45,585 

44,089 

30,698,126 

29,948,409 

28,070,089 

Excess  of  revenue  over  expense 

$ 

$ 609,133 

$ 563,401 
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rONSOI-inATED  STATEMENT  OF  CHANGES  IN  NET  ASSETS 
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NORTHERN  LAKES  COLLEGE 


CONSOLIDATED  STATEMENT  OF  CASH  FLOWS 

YEAR  ENDED  JUNE  30. 2007 


2007  2006 


Cash  generated  from  (used  by): 

Operating  activities: 

Excess  of  revenue  over  expense 

$ 609,133 

$ 563,401 

Non-cash  transactions 

Amortization  of  deferred  capital  contributions 

(1,298,609) 

(1,303,829) 

Amortization  of  capital  assets 

2,069,164 

2,077,519 

Gain  (Loss)  on  disposal  of  capital  assets 

(33,584) 

448 

1,346,104 

1,337,539 

Changes  in  non-cash  working  capital  (Note  18) 

1,410,358 

2,370,822 

Cash  generated  from  operating  activities 

2,756,462 

3,708,361 

Investing  activities: 

Net  decrease  (increase)  in  investments 

14,501 

(2,053,128) 

Net  (increase)  decrease  in  non-current  cash 

(815,141) 

449,820 

Acquisition  of  capital  assets 

(1,943,984) 

(1,948,856) 

Proceeds  on  disposal  of  capital  assets 

142,988 

11,788 

Cash  applied  to  investing  activities 

(2,601,636) 

(3,540,376) 

Financing  activities: 

Equipment  loan 

(35,223) 

(35,223) 

Endowment  contributions 

799,968 

1,750 

Capital  contributions  received  (Note  9) 

1,208,433 

962,783 

Cash  generated  from  financing  activities 

1,973,178 

929,310 

Increase  in  cash 

2,128,004 

1,097,295 

Cash  at  beginning  of  year 

4,073,454 

2,976,159 

Cash  at  end  of  year 

$ 6,201,458 

$ 4,073,454 
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NORTHERN  LAKES  COLLEGE 


NOTES  TO  THE  CONSOLIDATED  FINANCIAL  STATEMENTS 

■Tune  30. 2007 


Note  1 Authority  and  Purpose 

Northern  Lakes  College  (the  "College")  was  established  as  a public  college  on  May  14,  1997  by  the 
Lieutenant  Governor  in  Council.  The  College  operates  under  the  authority  of  the  Post-Secondary  Learning 
Act,  Chapter  P-19.5,  Statues  of  Alberta,  2003.  The  College  is  a registered  charity  and  is  exempt  from 
the  payment  of  income  taxes  under  section  149  of  the  Income  Tax  Act. 

Serving  primarily  communities  in  north  central  Alberta,  the  College  provides  quality  educational  programs 
and  services  which  enable  adults  to  continue  their  education,  to  improve  their  employment  opportunities, 
and  to  enhance  their  quality  of  life.  The  College  accomplishes  its  mission  and  mandate  for  services 
through:  direct  and  distance  delivered  programs  and  courses;  numerous  credit  and  non-credit  offerings; 
brokerage  and  collaborative  arrangements;  partnerships  with  business,  industry,  institutions  and  agencies; 
a structured  network  of  community  involvement  in  needs  definition,  student  and  staff  selection,  and 
assessment  of  College  effectiveness;  and  use  of  technology  to  provide  affordable  and  accessible  programs 
and  services  to  a wide  geographic  area. 


Note  2 Significant  Accounting  Policies  and  Reporting  Practices 

(a)  Basis  of  Presentation  and  Use  of  Estimates 

These  consolidated  financial  statements  have  been  prepared  in  accordance  with  Canadian  generally 
accepted  accounting  principles  and  include  the  accounts  of  the  College  and  the  Council  of  Community 
Education  Committees  Society  of  Northern  Lakes  College  (the  "CCEC").  CCEC  is  a registered 
charitable  organization  for  income  tax  purposes. 

The  CCEC  acts  as  a partner  with  the  College  reviewing,  monitoring  and  advising  on  college  service 
priorities  in  addition  to  operating  and  managing  numerous  programs  and  courses.  The  CCEC  is  made  up 
of  24  education  committees  representing  numerous  community  agencies  and  organizations  in  north  central 
Alberta. 

The  preparation  of  financial  statements  in  conformity  with  Canadian  generally  accepted 
accounting  principles  requires  management  to  make  estimates  and  assumptions  that  affect  the  reported 
amount  of  assets  and  liabilities  and  disclosure  of  contingent  assets  and  liabilities  at  the  date  of  the 
financial  statements  and  the  reported  amounts  of  revenue  and  expenses  during  the  reporting  period. 

Actual  results  could  differ  from  those  estimates. 

(b)  Revenue  Recognition 

(i)  Unrestricted  Contributions 

Unrestricted  operating  grants  and  contributions  are  recognized  as  revenue  in  the  period 
when  receivable. 
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(ii)  Restricted  Contributions 

Externally  restricted  non-capital  grants  and  contributions  are  deferred  and  recognized  as  revenue 
in  the  period  when  related  expenses  are  incurred. 

Externally  restricted  capital  contributions  are  recorded  as  deferred  capital  contributions  until  the 
amount  is  invested  in  capital  assets.  Amounts  invested  representing  externally  funded  capital 
assets  are  then  transferred  to  unamortized  deferred  capital  contributions.  Unamortized  deferred 
capital  contributions  are  recognized  as  revenue  in  the  periods  in  which  the  related  amortization 
expense  of  the  funded  capital  asset  is  recorded. 

Restricted  contributions  for  the  purchase  of  capital  assets  which  will  not  be  amortized  are 
recorded  as  direct  increases  in  net  assets. 

Externally  restricted  contributions  for  endowment  purposes  are  not  recognized  as  revenue,  but 
are  recorded  as  direct  increases  in  net  assets. 

(iii)  Investment  Income 

Unrestricted  investment  income  is  recognized  in  the  year  it  is  earned. 

Investment  income  subject  to  external  restrictions  is,  depending  on  the  nature  of  the  restrictions, 
recorded  as  a direct  increase  to  net  assets,  or  is  deferred  and  recognized  as  revenue  in  the  period 
the  related  expenses  are  incurred. 

(iv)  Donations 

Donations  and  contributions  in-kind  are  recorded  at  fair  value  when  such  value  can  reasonably  be 
determined. 

(v)  Program  Delivery 

Revenue  from  tuition  fees,  education  contract  programs  and  sale  of  goods  and  services  is 
recognized  as  revenue  in  the  period  in  which  the  goods  are  delivered  or  the  services  are  provided. 

Revenue  from  long-term  education  contracts  is  determined  on  the  percentage  of  completion 
method.  Provision  is  made  for  all  anticipated  losses  as  soon  as  they  become  evident. 

(c)  Inventories 

Inventories  for  resale  are  valued  at  the  lower  of  cost  or  net  realizable  value,  with  cost  determined 
on  a moving  average  basis. 
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(d)  Investments 


Investments  are  recorded  at  cost.  Cost  includes  the  amount  of  applicable  amortization  of 
discount  or  premium  using  the  straight-line  method  over  the  period  to  maturity.  The  cost  of  disposal 
is  determined  on  the  average  cost  basis.  Gains  or  losses  realized  on  disposal  are  recognized  in  the 
period  of  disposal. 

Where  there  has  been  a loss  in  value  of  an  investment  that  is  other  than  a temporary  decline,  the 
investment  is  written  down  to  recognize  the  loss.  The  written  down  value  is  deemed  to  be  the  new 
cost. 

(e)  Capital  Assets  and  Collections 

Capital  assets  are  recorded  at  cost,  except  donated  assets  which  are  recorded  at  fair  value,  when  fair 
value  is  reasonably  determinable. 

Capital  assets,  except  projects  in  progress  which  are  amortized  upon  completion,  are  amortized  on  a 
straight-line  basis  over  the  following  estimated  average  useful  lives: 


Buildings  and  site  improvements 

10  - 40  years 

Telecommunications  equipment 

5 - 10  years 

Furniture  and  equipment 

5 - 10  years 

Heavy  equipment 

5 - 10  years 

Vehicles 

5 - 10  years 

Library  holdings 

2 - 10  years 

Curriculum  development 

5 years 

Computer  equipment  and  software 

5 years 

Leasehold  improvements  are  amortized  over  the  remaining  term  of  the  lease. 

Museum  Collections  are  recorded  at  cost  and  are  not  amortized. 

(f)  Employee  Future  Benefits 

The  College  participates  in  the  Province  of  Alberta's  Public  Service  and  the  Management  Employees 
Pension  Plans.  These  pension  plans  are  multi-employer  defined  benefit  plans  that  provide  pensions 
for  the  College's  participating  employees,  based  on  years  of  service  and  earnings. 

Pension  costs  included  in  these  financial  statements  comprise  the  amount  of  employer  contributions 
required  for  its  employees  during  the  year,  based  on  rates  which  are  expected  to  provide  for 
benefits  payable  under  the  Public  Service  and  the  Management  Employees  Pension  Plans.  The 
College's  portion  of  the  pension  plans'  deficit  or  surplus  is  not  recorded  by  the  College. 
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(g)  Financial  Instruments 


The  fair  values  of  the  College's  cash  and  short  term  investments,  accounts  receivable,  accounts  payable 
and  accrued  liabilities,  accrued  vacation  pay  and  security  deposits  held  approximate  their  carrying  values 
due  to  the  relatively  short  period  to  maturity  of  these  instmments. 

Financial  instruments  of  the  College  are  exposed  to  credit  risk,  interest  rate  risk  and  market  risks.  The 
College's  accounts  receivable  are  due  from  a diverse  group  of  customers  and  are  subject  to  normal  credit 
risk.  The  interest  rate  risk  is  the  risk  to  the  College's  earnings  that  arises  from  the  fluctuations  in  interest 
rates  and  the  degree  of  volatility  of  these  rates.  The  market  rate  risk  is  the  risk  to  the  College's  earnings 
that  arises  from  the  fluctuation  and  the  degree  of  volatility  in  the  market  value  of  long-term  investments. 
Each  of  these  risks  is  limited  through  the  College's  collection  procedure,  investment  guidelines  and  other 
internal  policies,  guidelines  and  procedures. 


The  Canadian  Institute  of  Chartered  Accountants  (CICA)  has  issued  new  accounting  standards  for 
Financial  Instruments.  These  standards  are  effective  for  the  College  beginning  July  1, 2007.  The  principal 
impacts  of  the  standard  are  as  follows; 

Financial  assets  can  be  classified  as  available  for  sale,  held  to  maturity,  held  for  trading  or  loans  and 
receivables.  Financial  liabilities  can  be  classified  as  held  for  trading  or  other.  All  College  financial  assets 
and  liabilities  will  be  recorded  on  the  statement  of  financial  position  at  fair  value.  All  financial  investments 
will  be  classified  as  available  for  sale  and  will  be  accounted  for  at  fair  value  with  unrealized  gains  and  losses 
reported  as  an  adjustment  to  unrestricted  net  assets. 

The  opening  change  on  adopting  this  new  basis  of  accounting  on  July  1,  2007  will  be  a decrease  in  the 
net  assets  of  the  College  of  $87,966. 


Note  3 Inventories 

Inventories  for  resale  are  valued  at  the  lower  of  cost  or  net  realizable  value,  with  cost  determined  on  a 
moving  average  basis. 


June  30,  2007 

June  30,  2006 

Book  Distribution  Centre 

Other  Inventories 

$ 

159,565 

48,512 

$ 

237.817 

43,239 

$ 

208,077 

$ 

281,056 

Note  4 Non-current  Cash 

Non-current  cash  consists  of  amounts  designated  for  endowments  that  have  not  yet 
been  invested  on  a long-term  basis: 


Endowments 


June  30, 2007  June  30, 2006 
$ 851,871  $ 36,730 


Cash  restricted  for  endowment  purposes  represents  restricted  contributions  subject  to  stipulations 
specifying  that  the  principal  be  maintained  permanently,  although  the  constituent  assets  may  change  from 
time  to  time.  Investment  earnings  are  to  be  used  for  purposes  as  designated  by  the  contributors. 
Endowment  balance  includes  an  endowment  of  $5,000  established  by  the  Board  of  Governors  for 
scholarships. 
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Note  5 Investments 


Note  6 


Note? 


Investments  are  comprised  of: 


Cash  held  by  Investment  Manager 


June  30,  2007 June  30,  2006 


Market 

Cost 

Cost 

$ 375,786 

$ 375,786  $ 

683,537 

Fixed  Income 

Federal  guaranteed  bonds 
Provincial  guaranteed  bonds 


2,899,642 

2,936,330 

3,627,637 

1,382,714 

1,433,992 

449,435 

4,282,356 

4,370,322 

4,077,072 

$ 4,658,142 

$ 4,746,108  $ 

4,760,609 

The  terms  of  the  bond  portfolio  range  from  1 year  to  10  years  with  an  average  term  to  maturity  of 
4 years.  The  average  effective  yield  on  the  bond  portfolio  is  4.70%  (2006-  4.28%). 


Capital  Assets 


Buildings  and  site  improvements 
Telecommunication  equipment 
Furniture  and  equipment 
Heavy  equipment 
Vehicles 
Capital  leases 
Library  holdings 
Curriculum  development 
Computer  equipment  and  software 
Leasehold  improvements 
Museum  collections 
Land 

Projects  in  progress 


Unearned  Revenue 


Tuition  Fees 
Ancillary  programs 


June  30,  2007 

June  30,  2006 

Accumulated 

Net 

Net 

Cost 

Amortization 

Book  Value 

Book  Value 

$ 32,193,264 

$ 7,137,571 

$ 25,055,693 

$ 25,388,855 

1,479,578 

252,284 

1,227,294 

551,353 

1,128,708 

636,126 

492,582 

333,321 

148,992 

124,981 

24,011 

38,511 

642,402 

407,147 

235,255 

125,557 

107,168 

107,168 

- 

- 

1,187,477 

840,197 

347,280 

334,924 

1,279,08! 

927,757 

351,324 

343,757 

3,823,789 

3,301,985 

521,804 

919,416 

475,951 

252,782 

223,169 

222,637 

109,575 

- 

109,575 

109,575 

1,244,080 

. 

1,244,080 

1,276,680 

91,925 

- 

91,925 

720,171 

$43,911,990 

$ 13,987,998 

$ 29,923,992 

$ 30,364,757 

June  30,  2007 

June  30,  2006 

$ 41,911 

$ 5,520 

4,608 

3,455 

$ 46,519 

$ 8,975 
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Note  8 Deferred  Contributions 


Balance  at  beginning  of  year 
Restricted  contributions  received  during  the  year: 
Conditional  grants 
Donations  and  contributions 
Investment  income  (Note  15) 

Transferred  to: 

Grant  revenue  (Note  13) 

Donation  revenue 
Investment  income  (Note  15) 

Deferred  capital  contributions  (Note  9) 

Balance  at  end  of  year 

Unspent  amounts  at  end  of  year  are  restricted  for: 


Infrastructure  Renewal 
Slave  Lake  Pool 

Student  Awards  and  Scholarships 

Program  Enhancement 

Staff  Development 

Alberta  North  Projects 

Museum 

Other 


Note  9 Deferred  Capital  Contributions 


Balance  at  beginning  of  year 

Contributions  received  during  the  year: 

Transfers  from  deferred  contributions  (Note  8) 
Other  contributions 


Transferred  to: 

Unamortized  deferred  capital  contributions  (Note  1 1) 
Revenue 


Balance  at  end  of  year 

Unspent  amounts  at  end  of  year  are  restricted  for: 


Career  Technology  Studies  Project 
Historical  building  restoration  project 


June  30,  2007  June  30,  2006 


$ 3,161,575  $ 

1,071,474 

2,790,545 

3,774,182 

314,946 

119,960 

71,883 

47,447 

6,338,949 

5,013,063 

(851,548) 

(833,277) 

(55,377) 

(70,091) 

(17,034) 

(11,356) 

(1,208,433) 

(936,764) 

$ 4,206,557  $ 

3,161,575 

June  30,  2007 

June  30,  2006 

$ 

2,137,528 

$ 2,248,537 

328,808 

313,165 

259,019 

216,511 

1,378,990 

353,263 

23,429 

21,331 

55,656 

(16,929) 

12,000 

5,990 

11,127 

19,707 

$ 

4,206,557 

$ 3,161,575 

June  30,  2007 

June  30, 2006 

$ 15,062 

$ 32,437 

1,208,433 

936,764 

26,019 

1,208,433 

962,783 

(1,208,433) 

(13,883) 

(980,158) 

(1,222,316) 

(980,158) 

$ 1,179 

$ 15,062 

June  30,  2007  June  30,  2006 


$ 

- $ 

13,883 

1,179 

1,179 

$ 

1,179  $ 

15,062 
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Note  10  Equipment  Loan 


In  July  2003,  the  College  borrowed  the  sum  of  $176,108  from  Caterpillar  Financial  Services  Limited  for  the 
purchase  of  a Harvester  Simulator  with  a NBV  of  $32,686.  The  loan  is  secured  by  a charge  on  this  equipment, 
bears  interest  at  TD  Trust  prime  plus  0.75%  and  matures  March  30,  2009.  During  the  year  principal  payments 
amounted  to  $35,224. 

The  repayment  of  principal  for  the  next  three  fiscal  years  will  be  as  follows: 

2008  35,224 

2009  26,408 
61,632 

Less  current  portion  35,224 

$ 26,408 


Note  1 1 Unamortized  Deferred  Capital  Contributions 

Balance  at  beginning  of  year 

Add  amount  transferred  from  deferred  capital 
contributions  (Note  9) 

Less  capital  asset  disposals 

Less  amount  amortized  to  revenue 
Balance  at  end  of  year 


Note  12  Net  Assets  Internally  Restricted  by  the  Board 

The  Board  has  committed  unrestricted  net  assets  as  follows: 
Operations: 

Technology  requirements 
Curriculum  development 
Program  equipment 
Scholarships  and  bursaries 


Capital: 

Trout/Peerless  campus 
Resource  program  lab 


June  30, 2007 

June  30, 2006 

$ 24,894,945 

$ 25,218,616 

1,208,433 

980,158 

(173,581) 

- 

(1,298,609) 

(1,303,829) 

$24,631,188 

$ 24,894,945 

June  30,  2007 

June  30,  2006 

$ 115,000 

$ 

120,000 

- 

10,000 

- 

12,442 

12,442 

257,442 

12,442 

1,000,000 

255,000 

- 

$ 1,512,442 

$ 12,442 
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Note  13  Grants  and  Provincial  Government  Contributions 


June  30, 2006 


Unrestricted: 

Alberta  Advanced  Education: 

Base  operating  grant 

$22,176,950 

$ 20,552,572 

Unfunded  Enrollment  grant 

- 

62,570 

Museum  grants 

23,741 

11,118 

Other  grants 

26,672 

37,212 

22,227,363 

20,663,472 

Transferred  from  Deferred  Contributions  (Note  8): 

Alberta  Advanced  Education: 

Access  grants 

398,155 

143,161 

Other  grants 

18,635 

79,299 

High  Speed  Internet  grant 

150,506 

134,909 

Alberta  Infrastructure  and  Transportation: 

Facilities  grants 

241,912 

475,908 

Other  grants 

42,340 

- 

851,548 

833,277 

$ 23,078,91 1 

$ 21,496,749 

Note  14  Sales,  Rentals  and  Services 


Sales,  rentals  and  services 
Add: 

Amortization  of  deferred 
capital  contributions 

Total  revenue 

Expense  (Note  16) 

Excess  (deficiency)  of  revenue  over 
expense 


June  30,  2007 June  30,  2006 


Bookstores 

Housing 

Other 

Total 

Total 

$ 719,323 

$ 204,382 

$ 613,132 

$ 

1,536,837  $ 

1,608,291 

3,180 

137,364 

140,544 

165,544 

722,503 

341,746 

613,132 

1,677,381 

1,773,835 

(669,565) 

(591,851) 

(49,452) 

(1,310,868) 

(1,257,364) 

$ 52,938 

$ (250,105) 

$ 563,680 

$ 

366,513  $ 

516,471 

Other  revenues  in  the  amount  of  $613,132  (2006  - $594,624)  represent  service  contract  revenue,  rental  income,  sale  of  curriculum 
and  other  miscellaneous  revenue. 
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Note  15  Investment  Income 


June  30,  2007  June  30,  2006 


Investment  earnings 

$ 503,483  $ 

337,417 

Add  amounts  transferred  from  deferred  contributions  (Note  8) 

17,034 

11,356 

Less  amounts  transferred  to  deferred  contributions  (Note  8) 

(71,883) 

(47,447) 

Total  investment  income  recognized  as  revenue 

$ 448,634  $ 

301,326 

Note  1 6 Expense  by  Function 

June  30,  2007 

June  30,  2006 

Instruction 

$11,213,579 

$ 10,680,182 

Facilities  operations  and  maintenance 

5,560,813 

5,536,823 

Academic  support 

4,460,829 

3,573,789 

Institutional  support 

3,349,138 

3,267,069 

Student  services 

2,551,461 

2,329,118 

Computing,  network  and  communications 

1,501,721 

1,425,744 

Sales,  rentals  and  services  (Note  14) 

1,310,868 

1,257,364 

$ 29,948,409 

$ 28,070,089 

Instruction  encompasses  all  formal  educational  and  instructional  program  elements.  Academic  support 
includes  all  activities  that  directly  support  the  educational  and  instructional  elements  such  as  academic 
administration,  library  and  audio  visual  services.  Student  services  include  all  activities  or  services  to  the 
student  body  of  the  institution.  Institutional  support  includes  all  activities  that  provide  institution-wide 
support  to  other  programs. 
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Note  17  Salaries,  Wages  and  Benefits 


The  salary  and  benefit  disclosure  is  provided  pursuant  to  Treasury  Board  Directive  04/07  and  includes 


only  the  salaries  and  benefits  of  those  individuals  in  the  senior  decision  making  group  of  the  College. 

2007 

2006 

Base  Salary*'' 

Other 

Cash 

Benefits*^' 

Other 

Non-cash 

Benefits*^' 

Total 

Total 

Board  of  Governors 

$ 25,982 

$ - $ 

465 

$ 26,447  $ 

32,976 

President 

137,739 

1,471 

25,820 

165,030 

223,990 

Vice-President 

Academic 

105,465 

15,126 

23,082 

143,673 

63,885 

College  Services 

101,731 

88 

22,841 

124,660 

118,450 

Dean: 

Academic  Upgrading^^^ 

89,456 

10,806 

25,790 

126,052 

72,878 

University  and  Health 
Professions 

97,528 

15,898 

23,269 

136,695 

127,685 

Business,  Industry  & 
Human  Service 

Careers 

112,188 

355 

24,188 

136,731 

Student  Services 

103,624 

22,555 

24,189 

150,368 

119,452 

Senior  Director: 

Property  and  Ancillary 

89,889 

25,310 

21,583 

136,782 

1 14,292 

Services 

Finance  Services 

92,118 

865 

22,298 

115,281 

113,142 

( 1 ) Base  salary  includes  pensionable  base  pay,  except  for  the  President  and  Board  who  are  not  subject  to 
pension  benefits. 

(2)  Other  cash  benefits  include  wellness  pay-outs,  health  spending  accounts,  vacation  payments  and  lump 
sum  payments. 

(3)  Other  non-cash  benefits  include  the  College’s  share  of  all  employee  benefits  including  Canada 
Pension  Plan,  Employment  Insurance,  pensions,  health  care,  dental  coverage,  group  life 
insurance,  and  accidental  death  and  dismemberment  insurance  and  any  cash  disbursements  with 
respect  to  vehicle  allowances. 

(4)  Includes  President  Emeritus  for  July  and  August  2006.  In  2006,  other  cash  benefits  include  a 
lump  sum  vacation  payout  of  $56,100  to  the  former  President. 

(5)  This  position  was  vacant  from  September  2005  to  February  2006. 

(6)  This  position  was  vacant  for  six  months  during  2005-06  and  from  June  6 to  June  30,  2007. 

(7)  This  is  a new  position  effective  July  1, 2006. 

(8)  This  position  has  been  vacant  since  June  1 , 2007. 

(9)  2006  amounts  do  not  include  a vacation  payout. 
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Note  18  Changes  in  Non-cash  Working  Capital 


June  30,  2007  June  30,  2006 


Accounts  receivable 

$ 127,382  $ 

205,612 

Inventories 

72,979 

(110,043) 

Prepaid  expenses 

49,185 

6,753 

Accounts  payable  and  accrued  liabilities 

(72,576) 

220,892 

Accrued  vacation  pay 

153,613 

295 

Unearned  revenue 

37,544 

(48,251) 

Deferred  contributions 

1,044,982 

2,090,101 

Deferred  capital  contributions 

(13,883) 

- 

Security  deposits  held 

11,132 

5,463 

$ 1,410,358  $ 

2,370,822 

Note  19  Supplies  and  Services 

June  30,  2007 

June  30, 2006 

Supplies  and  services 

$ 1,271,751 

$ 1,356,015 

Contracted  services 

1,802,498 

1,896,124 

Leases  and  rentals 

400,531 

343,500 

Advertising  and  marketing 

496,101 

657,253 

Materials  and  supplies 

999,649 

745,074 

Educational  contracts 

1,851,091 

1,802,315 

$ 6,821,621 

$ 6,800,281 

Note  20  Funds  held  on  Behalf  of  Others 

The  following  funds,  held  by  the  College  on  the  behalf  of  others,  are  not  included  in  these  financial  statements. 


June  30, 2007  June  30, 2006 


Northern  Alberta  Development  Council 

$ 21,150  $ 

Student  Association 

- 

1,758 

Other  funds  held 

13,921 

2,588 

$ 35,071  $ 

4,346 

Note  21  Commitments 

Future  minimum  annual  lease  payments  under  operating  leases  are: 


2008 

$ 513,838 

2009 

402,035 

2010 

364,325 

2011 

270,726 

2012 

72,339 
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Note  22  Related  Parties 


(i)  Alberta  Government  and  Alberta  Post-Secondary  Education  Institutions 

The  College  is  a Provincial  Corporation.  All  of  the  members  of  the  Board  of  Governors  are  appointed 

pursuant  to  the  Post  Secondary  Learning  Act  by  a combination  of  orders  by  the  Lieutenant  Governor  in 

Council  or  the  Minister  of  Advanced  Education  and  Technology.  In  accordance  with  the  accounting  policy  described  in 

Note  2 (f),  the  College  accounts  for  all  significant  costs  related  to  the  services  for  which  it  is  responsible. 

In  the  normal  course  of  operations,  the  College  engages  in  brokerage  and  other  collaborative  arrangements 
with  other  post-  secondary  educational  institutions  in  Alberta.  These  institutions  are  also  Provincial 
Corporations. 

The  College  had  the  following  transactions  with  related  parties: 


Revenues: 

Grants  and  other  provincial 
government  contributions 
Contract  Programs 
Amortization  of  deferred  capital 
contributions 
Other  sales,  services  and 
rental  income 
Expenses 

Contributions  in  kind 
Accounts  receivable 
Accounts  payable 
Deferred  contributions 
Unamortized  deferred  capital 
contributions 


Alberta  Government 


2007 

2006 

$23,031,415 

$21,443,643 

1,298,609 

1,303,829 

312,745 

355,204 

12,401 

12,483 

27,372 

15,294 

40,458 

498 

158,291 

3,111,620 

2,795,343 

24,631,188 

24,894,945 

Post  Secondary 
Collaboration 


2007 

2006 

$ - $ 

122,609 

81,498 

1,001,771 

1,265,952 

11,060 

4,866 

192,934 

197,691 

- 

11,783 

(ii)  On  December  18,  1998,  the  Lieutenant  Governor  in  Council  approved  the  establishment  of  a 
corporation,  to  be  owned  equally  by  Northern  Lakes  College,  Portage  College,  NorQuest  College  and 
Bow  Valley  College.  On  February  10, 1999,  818196  Alberta  Ltd.  was  incorporated  pursuant  to  the 
Alberta  Business  Corporations  Act. 

The  Corporation  was  created  for  the  purpose  of  holding  jointly  developed  intellectual  property  to  be 
transferred  from  Her  Majesty  the  Queen  in  Right  of  the  Province  of  Alberta  as  represented  by  the 
Minister  of  Advanced  Education  and  Technology.  As  at  June  30,  2007  this  Corporation  was  not  active 
and  held  no  assets. 

(iii)  The  College  participates  in  offering  certain  courses  with  other  Alberta  post  secondary  education 
institutions.  The  revenues  and  expenses  incurred  for  these  courses  have  been  included  in  the 
consolidated  statement  of  operations  at  fair  value. 
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Note  23  Budget 


The  College  is  required  to  submit  a budget  approved  by  the  Board  of  Governors  of  the  College,  to  the 
Minister  of  Alberta  Advanced  Education  and  Technology.  The  College  Budget  for  the  year  ended  June  30,  2007 
was  approved  by  the  Board  of  Governors  on  June  8,  2006.  The  budget  for  CCEC  was  approved  on 
January  25,  2007  by  the  CCEC  Board. 


2007 


College 

CCEC 

Elimination 

Approved 

Approved 

for 

Total 

Budget 

Budget 

Consolidation 

Budget 

Revenue: 

Grants 

Tuition  and  related  fees 

Sales,  rentals  and  services 

Contract  programs 

Investment  income 

Gain  on  disposal  of  capital  assets 
Donations  and  contributions 

Miscellaneous 

Amortization  of  deferred 
capital  contributions 

$ 22,505,675 
4,718,852 
1,436,613 
247,965 

291.500 
6,000 

123.500 
1,700 

1,315,000 

$ 137,531 

11,290 

9,500 

13,500 

$ (108,500)  $ 

(12,000) 

22,534,706 

4,718,852 

1,447,903 

235,965 

301.000 
6,000 

137.000 
1,700 

1,315,000 

30,646,805 

171,821 

(120,500) 

30,698,126 

Expense: 

Salaries,  wages  and  benefits 

18,470,446 

37,140 

- 

18,507,586 

Supplies  and  services 

6,974,574 

96,406 

(120,500) 

6,950,480 

Amortization 

2,015,000 

- 

- 

2,015,000 

Utilities 

1,260,710 

- 

- 

1,260,710 

Facilities  rental 

240,800 

- 

- 

240,800 

Cost  of  goods  sold 

686,000 

2,000 

- 

688,000 

Travel 

707,425 

5,700 

- 

713,125 

Repairs  and  maintenance 

230,650 

- 

- 

230,650 

Scholarships  and  bursaries 

61,200 

30,575 

- 

91,775 

30,646,805 

171,821 

(120,500) 

30,698,126 

Excess  (deficiency)  of  revenue  over 

expense 

$ 

$ 

$ - $ 

- 

265 


Note  24  Pension  Costs 


The  College  participates  in  the  multi-employer  Management  Employees  Pension  Plan  and  Public 
Service  Pension  Plan.  The  expense  for  these  pension  plans  is  equivalent  to  the  annual  contributions 
of  $1,124,350  for  the  year  ended  June  30,  2006  (2006  - $979,480). 

At  December  31, 2006,  the  Public  Service  Pension  Plan  reported  a surplus  of  $153,024,000 
(2005  - $187,704,000  deficiency). 

At  December  31,  2006,  the  Management  Employees  Pension  Plan  reported  a deficiency  of 
$6,765,000  (2005  - $165,895,000  deficiency). 

Note  25  Comparative  Figures 

Certain  comparative  amounts  have  been  reclassified  where  necessary  to  conform  to  the  current  year's 
financial  statement  presentation. 

Note  26  Approval  of  Financial  Statements 

These  financial  statements  were  approved  by  the  Board  of  Governors  on  November  15,  2007. 
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AUDITOR 

GENERAL 

Alberta 


Auditor’s  Report 


To  the  Board  of  Governors  of  Olds  College 

I have  audited  the  statement  of  financial  position  of  Olds  College  as  at  June  30,  2007  and  the 
statements  of  operations,  changes  in  net  assets,  and  cash  flows  for  the  year  then  ended.  These 
financial  statements  are  the  responsibility  of  the  College  management.  My  responsibility  is  to 
express  an  opinion  on  these  financial  statements  based  on  my  audit. 

I conducted  my  audit  in  accordance  with  Canadian  generally  accepted  auditing  standards.  Those 
standards  require  that  I plan  and  perform  an  audit  to  obtain  reasonable  assurance  whether  the 
financial  statements  are  free  of  material  misstatement.  An  audit  includes  examining,  on  a test 
basis,  evidence  supporting  the  amounts  and  disclosures  in  the  financial  statements.  An  audit  also 
includes  assessing  the  accounting  principles  used  and  significant  estimates  made  by 
management,  as  well  as  evaluating  the  overall  financial  statement  presentation. 

In  my  opinion,  these  financial  statements  present  fairly,  in  all  material  respects,  the  financial 
position  of  the  College  as  at  June  30,  2007  and  the  results  of  its  operations  and  its  cash  flows  for 
the  year  then  ended  in  accordance  with  Canadian  generally  accepted  accounting  principles. 


Edmonton,  Alberta 
September  28,  2007 


FCA 

Auditor  General 
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STATEMENT  OF  FINANCIAL  POSITION 
AT  JUNE  30, 2007 


OLDS  COLLEGE 


ASSETS 

Current 

Cash  and  short  term  investments  (Note  3) 
Accounts  receivable  (Note  4) 

Inventories  (Note  5) 


Investments  (Note  3) 
Capital  assets  (Note  6) 


UABnJTIES  AND  NET  ASSETS 
Current 

Accounts  payable  and  accrued  liabilities 
Current  portion  of  long-term  obligations  (Note  7) 
Deferred  contributions  (Note  9) 

Unearned  revenue  (Note  8) 

Accrued  vacation  pay 


Deferred  capital  contributions  (Note  9) 

Long-term  obligations  (Note  7) 

Unamortized  deferred  capital  contributions  (Note  10) 


Net  assets 

Unrestricted  net  assets 
Internally  restricted  (Note  1 1) 
Invested  in  capital  assets 
Endowments  (Note  12) 


2007 

2006 

$ 

1,445,743 

8,552,902 

470,862 

$ 

7,908,738 

1,670,124 

432,700 

10,469,507 

10,011,562 

31,170,074 

32,919,261 

15,267,808 

26,725,725 

$ 

74,558,842 

$ 

52,005,095 

$ 

7,158,141 

$ 

2,971,611 

187,069 

181,514 

4,236,327 

2,661,507 

1,601,011 

1,045,823 

2,008,355 

1,707,942 

15,190,903 

8,568,397 

18,911,401 

9,434,370 

3,288,731 

3,475,800 

21,119,337 

14,980,908 

58,510,372 

36,459,475 

808,978 

1,057,562 

637,193 

649,271 

8,324,127 

8,087,500 

6,278,172 

5,751,287 

16,048,470 

15,545,620 

$ 

74,558,842 

$ 

52,005,095 

The  acconpanying  notes  are  part  of  these  financial  statements. 
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STATEMENT  OF  OPERATIONS 


OLDS  COLLEGE 


FOR  THE  YEAR  ENDED  JUNE  30,  2007 


2007 

2007 

2006 

Budget 

Actual 

Actual 

(Note  23) 

Revenue 

Grants,  Province  of  Alberta  (Note  20)  $ 

Other  grants  and  training  contracts 

Tuition  and  related  fees 

Sales,  rentals  and  other  services  (Note  13) 

Investment  earnings  (Note  14) 

Donations 

Amortization  of  deferred  capital  contributions 

Gain  on  disposal  of  capital  assets 

20,824,691  $ 

2,243,447 

5,911,127 

4,868,076 

603,063 

1,312,500 

1,600,000 

21,151,526  $ 

2,085,722 

5,368,647 

5,496,971 

1,170,047 

1,069,733 

1,543,551 

18,992,148 

2,349,424 

5,377,404 

5,074,599 

891,233 

600,763 

1,871,861 

6,355 

37,362,904 

37,886,197 

35,163,787 

Expense 

Salaries  and  benefits  (Note  16) 

23,775,069 

23,546,400 

21,475,538 

Supplies  and  services 

7,094,035 

7,746,674 

7,165,642 

Scholarships  and  bursaries 

232,660 

290,330 

229,130 

Cost  of  goods  sold 

2,000,700 

2,077,198 

1,783,393 

Utilities 

1,360,440 

1,359,849 

1,242,359 

Amortization  of  capital  assets 

2,900,000 

2,876,384 

3,145,110 

Loss  on  disposal  of  capital  assets 

- 

13,397 

- 

37,362,904 

37,910,232 

35,041,172 

Excess  (deficiency)  of  revenue  over  expense  $ 

- $ 

(24,035)  $ 

122,615 

The  accompanying  notes  are  part  of  these  financial  statements. 
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- The  accompanying  notes  are  part  of  these  financial  statements.  - 


STATEMENT  OF  CASH  FLOWS 


OLDS  COLLEGE 


FOR  THE  YEAR  ENDED  JUNE  30, 2007 


2007 

2006 

Operating  activities 

Excess  of  revenue  over  expense  $ 

Amortization  of  deferred  capital  contributions 

Amortization  of  capital  assets 

Disposal  of  externally  funded  assets 

Loss  (gain)  on  disposal  of  capital  assets 

(24,035) 

(1,543,551) 

2,876,384 

(10,128) 

13,397 

$ 122,615 

(1,871,861) 
3,145,110 
(22,842) 
(6,355) 

Net  change  in  non-cash  working  capital  (Note  17) 

1,312,067 

(303,989) 

1,366,667 

3,428,191 

Cash  flow  from  operating  activities 

1,008,078 

4,794,858 

Investing  activities 

Purchase  of  long-term  investments,  net 

Purchase  of  externally  funded  capital  assets 

Purchase  of  internally  funded  capital  assets 

Proceeds  from  disposal  of  capital  assets 

(15,902,266) 

(7,607,605) 

(1,485,846) 

10,132 

(9,441,114) 

(1,064,159) 

(1,342,782) 

31,000 

Cash  applied  to  investing  activities 

(24,985,585) 

(11,817,055) 

Financing  activities 

Repayment  of  long-term  debt 

Decrease  in  contributions  receivable 

Capital  contributions  received 

Endowments  contributions  received 

(181,514) 

17,169,141 

526,885 

(164,259) 

50,000 

10,225,178 

380,954 

Cash  generated  from  financing  activities 

17,514,512 

10,491,873 

(Decrease)/increase  in  cash  and  short  term  investments 

(6,462,995) 

3,469,676 

Cash  and  short  term  investments,  beginning  of  year 

7,908,738 

4,439,062 

Cash  and  short  term  investments,  end  of  year  $ 

1,445,743 

$ 7,908,738 
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NOTES  TO  THE  FINANCIAL  STATEMENTS 


OLDS  COLLEGE 


JUNE  30,  2007 


Note  1 Authority 

Olds  College  (the  College)  operates  under  the  Post-secondary  Learning  Act  of  the 
Province  of  Alberta. 

The  College  is  a public  institution  preparing  individuals  for  business  management, 
production  and  technical  careers  in  agriculture,  horticulture  and  land  management.  In 
addition  to  granting  diplomas  and  certificates,  the  College  offers  other  programs  in  a 
variety  of  formats  for  the  learning  needs  of  the  greater  community. 

The  College  is  a registered  charity  and  is  exempt  from  payment  of  income  tax  under 
Section  149  of  the  Income  Tax  Act  of  Canada. 


Note  2 Significant  Accounting  Policies 

(a)  General  and  Use  of  Estimates 

These  financial  statements  have  been  prepared  in  accordance  with  Canadian 
generally  accepted  accounting  principles.  The  measurement  of  certain  assets  and 
liabilities  is  contingent  upon  future  events;  therefore,  the  preparation  of  these 
financial  statements  requires  the  use  of  estimates,  which  may  vary  from  actual 
results.  Such  estimates  have  been  made  using  judgments  determined  by 
management.  In  management’s  opinion,  the  resulting  estimates  are  within 
reasonable  limits  of  materiality  and  are  in  accordance  with  the  significant  accounting 
policies  summarized  below. 

(b)  Cash  and  Short  Term  Investments 

Cash  and  short  term  investments  are  comprised  primarily  of  cash  on  deposit  and 
guaranteed  investment  certificates  with  maturity  dates  between  30  days  and  one  year. 

Long-term  investments  are  recorded  at  cost  or  amortized  cost  where  applicable. 
Gains  or  losses  on  investments  are  recognized  at  realization,  or  when  the  loss  on 
valuation  is  other  than  a temporary  impairment  in  the  value. 
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Note  2 Significant  Accounting  Policies  (continued) 


(c)  Inventories 

Inventories  held  for  resale  are  valued  using  the  first  in  first  out  method  at  the  lower 
of  cost  and  net  realizable  value.  Livestock  and  feed  inventory  is  valued  at  net 
realizable  value. 


(d)  Capital  Assets 

The  Province  of  Alberta,  Department  of  Infrastructure  and  Transportation 
transferred  land,  certain  buildings  and  renovations  to  the  College.  The  land  is 
recorded  at  April  1978  fair  value  and  the  buildings  and  renovations  and  certain 
library  materials  are  recorded  at  April  1978  depreciated  replacement  cost  as 
determined  by  an  independent  appraisal.  The  Province  of  Alberta  has  been  granted 
an  option  to  purchase  the  whole  or  any  part  of  the  transferred  land,  buildings,  and 
renovations  for  $1  per  purchase. 

Capital  assets  are  recorded  at  cost.  Donated  capital  assets  are  recorded  at 
approximate  fair  value  when  a fair  value  can  be  reasonably  determined.  Capital 
assets,  once  placed  into  service,  are  amortized  on  a straight-line  basis  over  the 
following  estimated  useful  lives: 


Site  improvements 

10-40  years 

Buildings 

15-40  years 

Leasehold  Improvements 

25  years 

Furnishings,  equipment  and  computer  hardware 

2-15  years 

(e)  Revenue  Recognition 

Revenue  is  recognized  at  the  following  times: 

• Revenues  for  tuition  fees,  services  and  products  - when  services  or  products 
are  delivered 

• Operating  grants  - in  period  receivable  or,  where  a portion  of  the  grant  relates 
to  a future  period,  deferred  and  recognized  in  the  subsequent  period 

• Unrestricted  investment  income  - when  earned  and  includes  interest, 
dividends,  and  realized  gains  and  losses 

• Restricted  contributions  - based  on  the  deferral  method 

• Unrestricted  contributions  - when  received 

• Pledges  - when  received  or  receivable  if  collection  is  reasonably  assured 
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Note  2 Significant  Accounting  Policies  (continued) 

(e)  Revenue  Recognition  (continued) 

Restricted  Contributions  - deferral  methods 

Contributions,  including  investment  income  earned  on  contributions,  that  are 
restricted  for  purposes  other  than  endowments  or  acquisition  of  capital  assets,  are 
deferred  and  recognized  as  revenue  when  the  contribution  conditions  are  met. 

Endowment  contributions  are  recorded  as  direct  increases  in  endowment  net  assets. 
Endowment  investment  earnings,  under  agreement  with  donor  to  be  allocated  to 
endowment  principle,  are  recognized  as  direct  increases  in  endowment  net  assets. 
Endowment  investment  earnings  not  allocated  to  endowment  principle,  are  deferred 
and  recognized  as  revenue  when  endowment  conditions  are  met. 

Contributions,  including  investment  income  earned  on  contributions,  to  acquire 
capital  assets  with  limited  life  are  recorded  as  deferred  capital  contributions  when 
received.  Contributions  expended  are  transferred  to  unamortized  deferred  capital 
contributions  and  amortized  to  revenue  equal  to  the  related  amortization  expense  of 
the  funded  capital  assets. 

(f)  Employee  Future  Benefits 

The  College  participates  in  the  Local  Authorities  Pension  Plan.  This  pension  plan  is 
a multi-employer  defined  benefit  pension  plan  that  provide  pensions  for  the 
College’s  participating  employees,  based  on  years  of  service  and  earnings. 

Pension  costs  included  in  these  financial  statements  comprise  the  amount  of 
employer  contributions  required  for  its  employees  during  the  year,  based  on  rates 
which  are  expected  to  provide  for  benefits  payable  under  the  pension  plan.  The 
College’s  portion  of  the  pension  plan’s  deficit  or  surplus  is  not  recorded  by  the 
College. 

(g)  Fair  Value  of  Financial  Assets  and  Liabilities 

The  carrying  values  of  financial  assets  and  liabilities  approximate  their  fair  value 
unless  otherwise  stated. 
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Note  3 Investments,  Cash  and  Short  Term  Investments 


Cash  and  investments  are  summarized  as  follows: 


2007  2006 


Market 

Market 

Cost 

Value 

Cost 

Value 

Cash 

$ 5,265,671 

$ 5,265,671 

$ 11,685,782 

$ 11,685,782 

Short  term  investments 

13,925,004 

13,925,004 

- 

- 

Fixed  income  - bonds  and 

deposit  notes 

3,845,164 

3,767,539 

4,020,852 

3,971,496 

Convertible  debt 

- 

- 

399,269 

565,127 

Equities  and  income  trusts 

9,579,978 

9,883,865 

7,070,643 

7,643,382 

Cash  & Investments 

32,615,817 

32,842,079 

23,176,546 

23,865,787 

Less  amounts  reported  as 

Cash  and  short  term  investments 

1,445,743 

1,445,743 

7,908,738 

7,908,738 

Total  Long-Term  Investments 

$ 31,170,074 

$ 31,396,336 

$15,267,808 

$ 15,957,049 

The  amount  held  as  long-term  investments  represents  fiinds  not  available  for  current 
operations. 

Within  the  investment  portfolio,  there  are  securities  at  costs  that  are  in  excess  of  market 
value.  These  securities  have  not  been  written  down  to  market  value,  because  management 
has  concluded,  based  on  review  of  market  information  for  the  securities,  that  impairment 
is  temporary. 

The  terms  of  the  bond  portfolio  range  from  1 year  to  1 5 years.  The  average  term  is  9 
years,  with  an  effective  yield  on  the  bond  portfolio  of  5.19%  (2006  - 3.98%). 

The  Board  of  Governors,  through  its  Administrative  Services  Committee,  monitors  the 
performance  of  the  investment  portfolio.  The  prime  objective  and  guiding  principles  of 
the  College’s  investment  policy  is  to  enhance  the  value  of  the  funds,  and  at  the  same  time 
provide  a dependable,  increasing  source  of  income  to  support  the  operating  budget,  while 
preventing  undue  exposure  to  risk.  The  four  criteria  that  guide  the  College’s  investment 
policy  are  safety,  growth,  liquidity  and  congruence  with  our  mission.  The  investments  are 
managed  on  a day-to-day  basis  by  College  staff  and  an  external  investment  manager. 

In  accordance  with  the  investment  policy,  market  risk  is  managed  by: 

• allowing  funds  to  be  invested  in  fixed  income,  short-term  and  equity  investments  at 
an  asset  mix  ratio  not  to  exceed  65%,  30%,  65%  respectively 

• ensuring  investment  ratings  are  at  or  above  “R-1  or  “A-1”  for  market  securities, 
“BBB”  for  bonds  and  “P3”  for  preferred  shares 

• stating  the  risk  tolerance  for  the  equity  portfolio  is  moderate 

• ensuring  that  no  more  than  1 0%  of  the  total  portfolio  is  invested  within  one  issuer  or 
company 
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Note  4 Accounts  Receivable 


2007  2006 


Grants 

- Alberta  Advanced  Education  & Technology 

$ 

5,800,000 

$ 

- 

Contract  revenue 

1,522,706 

1,041,599 

Goods  & Service  Tax 

374,115 

148,649 

Prepaid  expenses 

326,758 

170,822 

Investment  revenue 

284,246 

71,599 

Tuition 

245,077 

237,455 

$ 

8,552,902 

$ 

1,670,124 

Inventories 

2007 

2006 

Livestock,  feed  and  supplies 

Bookstore  merchandise  and  other 

$ 

312,318 

158,544 

$ 

301,248 

131,452 

$ 

470,862 

$ 

432,700 

Note  6 Capital  Assets 


2007  2006 


Accumulated 

Net  Book 

Net  Book 

Cost 

Amortization 

Value 

Value 

Land 

$ 

2,338,318 

$ 

- 

$ 

2,338,318 

$ 

2,338,320 

Site  improvements 

2,892,076 

1,027,966 

1,864,110 

1,938,922 

Buildings 

51,521,705 

35,488,728 

16,032,977 

16,057,756 

Leasehold  Improvements 

65,593 

- 

65,593 

45,705 

Furnishings  and  equipment 

16,345,368 

10,640,749 

5,704,619 

5,460,742 

Construction  in  progress 

6,913,644 

- 

6,913,644 

884,280 

$ 

80,076,704 

$ 

47,157,443 

$ 

32,919,261 

$ 

26,725,725 
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Note  6 Capital  Assets  (continued) 

Capital  assets  have  been  funded  as  follows: 


2007 

2006 

Unamortized  deferred  capital  contributions  $ 

21,119,337 

$ 14,980,908 

Internally  funded  investment  in  capital  assets 

8,324,127 

8,087,500 

Long-term  debt 

3,475,797 

3,657,317 

$ 

32,919,261 

$ 26,725,725 

Olds  College  has  several  capital  construction  projects  in  progress.  Assets  under 
construction  and  not  available  for  use  at  June  30,  2007  have  not  been  amortized  and  are 
classified  as  construction  in  progress. 

Capital  assets  received  as  donations  in  kind  have  a fair  value  of  $739,060  (2006  - $0). 


Note  7 Long-term  Debt 

The  College  acquired  long-term  debt  to  finance  the  construction  of  student  residence  town 
houses.  Phase  one  construction  was  completed  during  September  1998  and  Phase  Two 
was  completed  in  September  1999. 

Phase  one  is  partially  funded  through  a debt  instrument  amortized  over  15  years  ending 
June  1 1,  2018,  with  a monthly  resetting  banker’s  acceptance  interest  rate.  This  rate  was 
4.377%  at  June  30,  2007  (2006  - 4.338%). 

Phase  two  is  funded  through  a debenture  from  Alberta  Capital  Finance  Authority  that  is 
due  April  1,  2024  and  has  a fixed  interest  rate  of  5.75%. 

The  College  also  purchased  613  acres  of  farm  land  during  February  2003.  This  land  was 
partially  funded  through  a 5.625%  fixed  interest  rate  debenture  from  Alberta  Capital 
Finance  Authority  that  is  due  February  14,  2018.  This  loan  is  secured  by  the  farm  land. 
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Note  7 Long-term  Debt  (continued) 

June  30,  2007  long-term  debt: 


Principal  Repayments 


Current 

2008 

2009 

2010 

2011 

2012 

Future  Years 

Phase  One 

Phase  Two 

Farm  land 

$ 84,000 

59,052 

44,017 

$ 84,000 

62,447 

46,494 

$ 85,000 

66,038 

49,109 

$ 96,000 

69,835 

51,871 

$ 96,000 

73,851 

54,789 

$ 104,000 

78,097 

57,871 

$ 651,000 

1,220,325 

342,004 

$ 187,069 

$ 192,941 

$ 200,147 

$ 217,706 

$ 224,640 

$ 239,968 

$2,213,329 

Interest  of  $196,925  (2006  - $207,958)  has  been  charged  to  expense  during  the  year. 

The  College  entered  into  an  interest  rate  swap  in  2003,  a derivative  financial  instrument, 
for  risk  management  purposes.  The  interest  rate  swap  is  used  to  manage  the  College’s 
exposure  to  fluctuations  in  interest  rates  with  its  phase  one  student  residence  long-term 
debt.  The  College  is  not  using  hedge  accounting  for  this  interest  rate  swap.  Therefore,  the 
interest  rate  swap  is  recorded  on  the  statement  of  financial  position  at  its  fair  value.  Gains 
or  losses  are  recorded  on  the  statement  of  operations. 

The  notional  amount  of  the  interest  rate  swap  at  June  30,  2007  is  $1,200,000  (2006  - 
$1,284,000)  at  a fixed  interest  rate  of  5.09%  which  expires  in  2018.  The  fair  value  of  the 
interest  rate  swap  is  an  asset  of  $12,780  (2006  - $10,791).  Fair  value  is  determined  by  the 
College’s  financial  institution  which  has  arranged  the  interest  rate  swap. 


Note  8 Unearned  Revenue 


2007  2006 


Tuition  fees 

Program  delivery/Extension  services 

Research 

Other 

Prepaid  lease  revenue 


$ 

666,919 

$ 

551,064 

631,306 

229,451 

241,011 

188,288 

61,775 

55,740 

- 

21,280 

$ 

1,601,011 

$ 

1,045,823 
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Note  9 


Deferred  Contributions  and  Capital  Contributions 

Deferred  contributions  and  capital  contributions  represent  restricted  funds  received  for 
future  operating  and  capital  activity. 


2007  2006 


Contributions  received: 

Grants,  Province  of  Alberta 

$ 14,907,085 

$10,315,143 

Other  grants  and  contributions 

71,840 

33,312 

Investment  income 

1,130,934 

454,206 

Donations 

4,285,648 

1,053,639 

Transfers  to: 

Grants,  Province  of  Alberta 

(391,412) 

(239,409) 

Other  grants  and  contributions 

- 

(167,950) 

Sales,  rentals  and  other  services 

(3,862) 

(6,994) 

Investment  income 

(186,541) 

(251,577) 

Donations 

(1,069,733) 

(575,753) 

Unamortized  deferred  capital  contributions 

(7,692,108) 

(1,064,158) 

Increase  during  the  year 

11,051,851 

9,550,459 

Balance,  beginning  of  year 

12,095,877 

2,545,418 

Balance,  end  of  year 

$ 23,147,728 

$12,095,877 

The  balance  at  the  end  of  the  year  is  held  for  the  following  purposes: 

Deferred  grant  contributions 

Grants  - education 

$ 793,412 

$ 237,268 

Grants  - infrastructure 

613,000 

- 

Grants  - research 

167,578 

1,573,990 

225,046 

462,314 

Deferred  donation  contributions 

Student  awards 

1,389,450 

856,726 

Programs 

737,006 

569,586 

Staff  development 

38,674 

39,216 

Other 

497,207 

2,662,337 

733,665 

2,199,193 

Total  deferred  contributions 

4,236,327 

2,661,507 

Deferred  capital  contributions 

Capital  construction  projects 

18,869,259 

9,371,037 

Program  support 

37,080 

59,333 

Research 

5,062 

4,000 

Total  deferred  capital  contributions 

18,911,401 

9,434,370 

Total  deferred  contributions  and  capital 

contributions 

$ 23,147,728 

$12,095,877 
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Note  10  Unamortized  Deferred  Capital  Contributions 


Note  11 


Unamortized  deferred  capital  contributions  are  amounts  of  external  capital  contributions, 
used  to  fund  capital  asset  purchases,  which  will  be  recognized  as  revenue  in  the  future. 


2007 

2006 

Balance,  beginning  of  year 

$ 

14,980,908 

$ 15,811,453 

Disposal  of  externally  funded  assets 

(10,128) 

(22,842) 

Amount  transferred  from  deferred 

capital  contributions  (Note  9) 

7,692,108 

1,064,158 

Amortization  of  deferred  capital  contributions 

(1,543,551) 

(1,871,861) 

Balance,  end  of  year 

$ 

21,119,337 

$ 14,980,908 

Internally  Restricted  Net  Assets 

Net  assets  internally  restricted  are  amounts  set  aside  by  the  College’s  Board  of  Governors 

that  are  to  be  used  for  only  designated  purposes.  The  Board  has  placed  internal  restrictions 
on  operating  net  assets  as  follows: 


Capital: 

2007 

2006 

Farm  capital  renewal 

$ 

$ 150,000 

Vehicle  capital  renewal 

115,000 

115,000 

115,000 

265,000 

Non-capital: 

Office  of  Advancement  Projects 
Extension  program  development 
Scholarships 


417,011 

223,657 

95,682 

150,614 

9,500 

10,000 

522,193 

384,271 

$ 637,193 

$ 649,271 
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Note  12  Endowments 


Endowments  consist  of  restricted  donations  to  the  College,  the  principal  of  which  is 
required  to  be  maintained  intact  in  perpetuity.  The  investment  income  generated  from 
endowments  must  be  used  in  accordance  with  the  various  purposes  established  by  the 
donors.  The  2006/2007  investment  income  earned  on  endowments  is  identified  below  as 
Expendable  Investment  Income  Earned.  Investment  Income  Expended  is  the  amount 
investment  income  recognized  as  revenue,  equal  to  expenditures  incurred  for  the  purpose 
of  the  endowments. 


Principal 


June  30, 

Investment 

June  30, 

Expendable 

Investment 

2006 

Income 

2007 

Investment 

Income 

Balance 

Donations  Capitalized 

Balance 

Income  Earned 

Expended 

Student  awards  $ 

2,926,119  $ 

464,873  $ 

8,686 

$ 

3,399,678  $ 

323,924  $ 

37,185 

Programs 

1,122,433 

1,224 

22,847 

1,146,504 

97,061 

31,792 

Faculty  Development 

1,575,993 

- 

29,255 

1,605,248 

117,022 

117,564 

Other 

126,742 

- 

- 

126,742 

17,766 

- 

$ 

5,751,287  $ 

466,097  $ 

60,788 

$ 

6,278,172  $ 

555,773  $ 

186,541 

Note  13  Sales,  Rentals  and  Other  Services 

Sales,  rentals  and  other  services  revenue  are  summarized  as  follows: 


2007  2006 


Conference  and  food  services 

$ 

1,822,950 

$ 

1,598,247 

Residence 

1,362,235 

1,274,122 

Bookstore 

760,150 

810,070 

Rentals  and  other 

572,507 

562,974 

Academic  program  ancillary 

405,997 

354,074 

Farm  operations 

573,132 

475,112 

$ 

5,496,971 

$ 

5,074,599 
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Note  14 


Investment  Earnings 


Restricted  investment  income  on 

resources  held  for  endowment 
Unrestricted  investment  income 

Total  investment  income 
Transfer  (to)  from  deferred  donations 
and  endowment  interest 
Amounts  credited  directly  to 
endowment  principal 


2007 

2006 

$ 

616,561 

366,944 

$ 

430,589 

639,655 

983,505 

1,070,244 

247,330 

(130,160) 

(60,788) 

(48,851) 

$ 

1,170,047 

$ 

891,233 

Note  15  Pension  Expense 

The  pension  expense  recorded  in  these  financial  statements  is  equivalent  to  the  College’s 
annual  contributions  payable  of  $1,453,319  for  the  year  ended  June  30,  2007  (2006  - 
$1,300,426). 

At  December  31,  2006,  the  Local  Authorities  Pension  Plan  reported  a deficiency  of 
$746,651,000  (2005  deficiency  - $863,558,000). 


Note  16  Salaries  and  BeneHts 

The  Province  of  Alberta’s  Treasury  Board  Salary  and  Benefits  Disclosure  Directive  dated 
December  1998  as  amended  June  13,  2007  requires  the  College  to  disclose  certain  salaries 
and  benefits.  These  salaries  and  benefits  are  as  follows: 
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Note  16  Salaries  and  Benefits  (continued) 


2007 2006 


Other  Cash 

Other  Non- 

Base Salary^’^  Benefits^^^ 

cash  Benefits^^^ 

T otal 

T otal 

Chairman  of  the  Board 

$ 11,960 

$ - $ 

- 

$ 11,960 

$ 14,956 

Board  members 

22,747 

- 

- 

22,747 

24,369 

President 

174,313 

1 1,735 

19,71 1 

205,759 

209,225 

Vice-President,  Academic 

140,370 

18,433 

158,803 

156,543 

Chief  Facilities  and  Planning 

Officer 

138,045 

19,585 

157,630 

Vice-President,  Advancement 

137,163 

8,603 

18,409 

164,175 

164,387 

Vice-President,  Student  and 
Support  Services 

119,227 

19,370 

138,597 

138,350 

$ 743,825 

$ 20,338  $ 

95,508 

$ 859,671 

$ 707,830 

Base  salary  includes  pensionable  base  pay. 

Other  cash  benefits  include  memberships,  car  allowance,  car  maintenance  and  health  and  wellness 
allowances. 

Other  non-cash  benefits  include  the  employer’s  share  of  all  employee  benefits  and  contributions  or 
payments  made  on  behalf  of  employees  including  pension,  health  care,  dental  and  vision  coverage, 
group  life  insurance,  employment  insurance  and  tuition  fees. 

The  position  of  Vice-President,  Student  & Support  Services  had  two  incumbents  during  the 
2006/2007  fiscal  year. 

There  were  10  Board  Members  in  2007  (2006  - 10  Members). 


Note  17  Net  Changes  in  Non-cash  Working  Capital 


2007  2006 


(Increase)  decrease  in  accounts  receivable 

$(6,882,778) 

$ 

1,058,808 

Increase  in  inventories 

(38,162) 

(60,967) 

Increase  in  accounts  payable 

and  accrued  liabilities 

4,186,530 

1,520,174 

Increase  in  deferred  contributions 

1,574,820 

389,438 

Increase  in  unearned  revenue 

555,188 

282,957 

Increase  in  accrued  vacation  pay 

300,413 

237,781 

$ (303,989) 

$ 

3,428,191 
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Note  18  Funds  Held  on  Behalf  of  Others 

Olds  College  holds  funds  in  trust  for  several  organizations  as  follows; 


2007  2006 


Student  Association 

$ 

408,164 

$ 

886,590 

Big  Country  Educational  Consortium 

897,102 

690,731 

Other 

134,964 

170,797 

$ 

1,440,230 

$ 

1,748,118 

These  amounts  are  not  included  in  the  financial  statements. 


Note  19  Commitments  and  Contingencies 

The  College,  in  the  conduct  of  its  normal  activities,  is  a defendant  in  a legal  proceeding. 
While  the  ultimate  outcome  of  these  proceedings  caimot  be  predicted  at  this  time,  it  is  the 
opinion  of  the  administration  that  adequate  provision  for  these  proceedings  has  been  made 
in  the  College’s  accounts.  It  is  believed  that  the  resolution  of  the  proceedings  will  not 
have  a material  effect  on  the  financial  position  of  the  College,  however,  should  any 
additional  loss  result  from  the  resolution  of  these  proceedings,  such  amounts  would  be 
expensed  as  the  related  amounts  become  known  to  the  College. 

The  College  leases  copier  equipment  with  a lease  term  ending  in  December  2009.  The 
minimum  operating  lease  costs  for  the  balance  of  the  lease  term  are: 


2008 

$68,229 

2009 

$68,229 

2010 

$34,115 

As  at  June  30,  2007,  the  College,  as  a partner  in  the  Community  Learning  Campus,  has 
outstanding  contractual  commitments  for  the  community  learning  capital  project  in  the 
amount  of  $7,823,996. 


Note  20  Related  Party  Transactions 

The  College  is  a Provincial  Corporation  as  all  members  of  the  Board  of  Governors  are 
appointed  either  by  statute  or  by  a combination  of  orders  by  the  Lieutenant  Governor  in 
Council  and  the  Minister  of  Advanced  Education.  Transactions  between  the  College  and 
the  Province  are  disclosed  in  the  Statement  of  Operations  and  Statement  of  Financial 
Position  and  are  as  follows: 
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Note  20  Related  Party  Transactions  (continued) 


2007 


Deferred 

Deferred 

Capital 

Revenue 

Contributions 

Contributions 

Operating  and  Performance  grant 

$ 

18,952,669 

$ 

- 

$ 

- 

Access  & Apprenticeship  Funding 

869,475 

561,203 

(22,253) 

Extension  Services  grants 

214,752 

- 

- 

Infrastructure  renewal 

613,000 

613,000 

6,453,560 

School  of  Innovation 

236,698 

(57,469) 

- 

Miscellaneous  grants 

264,932 

(5,058) 

- 

$ 

21,151,526 

$ 

1,111,676 

$ 

6,431,307 

2006 

Deferred 

Deferred 

Capital 

Revenue 

Contributions 

Contributions 

Operating  and  Performance  grant 

$ 

17,546,385 

$ 

- 

$ 

- 

Access  Funding 

303,794 

(115,010) 

- 

Extension  Services  grants 

251,096 

45,555 

- 

Infrastructure  renewal 

613,000 

- 

(10,000,000) 

School  of  Innovation 

26,309 

63,442 

(56,816) 

Miscellaneous  grants 

251,564 

(2,567) 

- 

$ 

18,992,148 

$ 

(8,580) 

$ 

(10,056,816) 

During  the  year.  Olds  College  had  business  transactions  with  Big  Country  Educational 
Consortium,  Southern  Alberta  Institute  of  Technology,  Northern  Alberta  Institute  of 
Technology,  Red  Deer  College,  Lakeland  College,  University  of  Calgary,  University  of 
Alberta  and  the  University  of  Lethbridge.  These  transactions  were  at  market  prices  on 
normal  terms  of  purchase  and  sale  and  have  been  included  in  the  Statement  of  Operations. 

As  part  of  the  new  Community  Learning  Campus  joint  venture.  Olds  College  has  an 
amount  payable  to  Chinook’s  Edge  School  Division  in  the  amount  of  $5,122,655.  The 
liability  is  a result  of  construction  in  progress  on  the  new  Community  Learning  Campus 
buildings. 
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Note  21 


Community  Learning  Campus  Joint  Venture 


Olds  College  and  Chinook’s  Edge  School  Division  have  formed  a joint  venture  to  enhance 
rural  learning  opportunities  by  developing  an  environment  that  provides  students  with  a 
seamless  transition  between  high  school,  college,  university,  apprenticeship  trades  and  the 
workplace. 

The  Community  Learning  Campus  will  see  the  development  of  a new  high  school,  health 
and  wellness  facility,  fine  arts  and  multi-media  center,  e-leaming  center  and  bus 
maintenance  facility  on  the  Olds  College  Campus.  The  high  school,  fine  arts  and  muli- 
media  center  and  bus  maintenance  facility  will  be  owned  by  Chinook’s  Edge  School 
Division.  The  health  and  wellness  facility  and  e-leaming  center  will  be  owned  by  Olds 
College.  The  land  for  the  Community  Learning  Campus  will  continue  to  be  owned  by 
Olds  College. 

Olds  College  has  received  a $29  million  commitment  from  Alberta  Advanced  Education 
in  support  of  the  project.  At  June  30,  2007,  $15.5  million  of  the  funding  has  been  received 
and  is  reflected  in  deferred  capital  contributions.  Constmction  costs  in  progress  to  June 
30,  2007  total  $6,820,278  and  are  reflected  in  the  financial  statements.  The  entire  $57 
million  project  is  anticipated  to  be  operational  for  the  2009/2010  academic  year. 


Note  22  Comparative  Figures 

Certain  2006  figures  have  been  reclassified  to  conform  to  the  2007  presentation. 

Note  23  Budget 

The  College  is  required  to  submit  a budget,  approved  by  the  Board  of  Governors  of  the 
College,  to  the  Minister  of  Advanced  Education.  The  College  budget  for  the  year  ended 
June  30,  2007  was  approved  by  the  Board  of  Governors  on  April  27,  2006  and  approved 
by  the  Minister  of  Advanced  Education  on  July  19,  2006. 

Note  24  Approval  of  Financial  Statements 

The  Board  of  Governors  approved  these  financial  statements. 
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PORTAGE  COLLEGE 
FINANCIAL  STATEMENTS 

June  30.  2007 


Auditor’s  Report 

Statement  of  Financial  Position 

Statement  of  Operations 

Statement  of  Changes  in  Net  Assets 

Statement  of  Cash  Flows 

Notes  to  the  Financial  Statements 

Schedule  1 - Continuing  Education  Programming 
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AUDITOR 

GENERAL 

Alberta 


Auditor’s  Report 


To  the  Board  of  Governors  of  Portage  College 

I have  audited  the  statement  of  financial  position  of  Portage  College  as  at  June  30,  2007 
and  the  statements  of  operations,  changes  in  net  assets,  and  cash  flows  for  the  year  then 
ended.  These  financial  statements  are  the  responsibility  of  the  College’s  management. 

My  responsibility  is  to  express  an  opinion  on  these  financial  statements  based  on  my 
audit. 

I conducted  my  audit  in  accordance  with  Canadian  generally  accepted  auditing  standards. 
Those  standards  require  that  I plan  and  perform  an  audit  to  obtain  reasonable  assurance 
whether  the  financial  statements  are  free  of  material  misstatement.  An  audit  includes 
examining,  on  a test  basis,  evidence  supporting  the  amounts  and  disclosures  in  the 
financial  statements.  An  audit  also  includes  assessing  the  accounting  principles  used  and 
significant  estimates  made  by  management,  as  well  as  evaluating  the  overall  financial 
statement  presentation. 

In  my  opinion,  these  financial  statements  present  fairly,  in  all  material  respects,  the 
financial  position  of  the  College  as  at  June  30,  2007  and  the  results  of  its  operations  and 
its  cash  flows  for  the  year  then  ended  in  accordance  with  Canadiain  generally  accepted 
accounting  principles. 


Edmonton,  Alberta 
October  4,  2007 


FCA 

Auditor  General 
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PORTAGE  COLLEGE 


STATEMENT  OF  FINANCIAL  POSITION 

AS  AT  TUNE  30.  2007 


2007  2006 


ASSETS 


Current; 


Cash  and  cash  equivalents  (Note  3) 

$ 5,952,994 

$ 3,768,089 

Accounts  receivable  (Note  5) 

3,319,350 

1,035,589 

Inventories  (Note  6) 

206,671 

174,802 

Prepaid  expenses 

80,122 

86,058 

9,559,137 

5,064,538 

Non-current  cash  and  cash  equivalents  (Note  3) 

5,588,569 

1,110,043 

Long-term  investments  (Note  4) 

869,092 

794,294 

Capital  assets  (Note  7) 

33,951,190 

30,935,848 

$ 49,967,988  $ 37,904,723 


Current; 

Accounts  payable  and  accrued  liabilities 
Accrued  vacation  pay 
Unearned  revenue  (Note  8) 

Deferred  contributions  (Note  9) 


LIABILITIES  AND  NET  ASSETS 


Deferred  capital  contributions  (Note  10) 

Unamortized  deferred  capital  contributions  (Note  11) 


Net  assets: 

Unrestricted  net  assets 

Internally  restricted  net  assets  (Note  12) 

Invested  in  capital  assets 


Endowments  (Note  3) 


$ 1,130,324 

1,192,438 
235,862 
4,018,060 

$ 797,406 

1,096,306 
324,420 
1,005,454 

6,576,684 

3,223,586 

4,842,057 

30,014,541 

303,470 

27,336,341 

41,433,282 

30,863,397 

927,104 

2,983,926 

3,936,648 

710,803 

2,160,560 

3,599,508 

7,847,678 

6,470,871 

687,028 

570,455 

8,534,706 

7,041,326 

$ 49,967,988 

$ 37,904,723 

The  accompanying  notes  and  schedule  are  part  of  these  financial  statements. 


291 


PORTAGE  COLLEGE 


STATEMENT  OF  OPERATIONS 


FOR  THE  YEAR  ENDED  TUNE  30.  2007 


Revenue: 

Grants  and  provincial  government  contributions  (Note  21) 
Tuition  and  related  fees 
Contract  income 

Sales,  rentals  and  services  (Note  13) 

Donations  and  contributions 
Investment  income  (Note  14) 

Amortization  of  deferred  capital  contributions  (Note  1 1) 
Miscellaneous 


Expense  (Note  15) 

Salaries,  wages  and  benefits  (Note  16) 

Supplies  and  services 

Utilities 

Scholarships  and  bursaries 
Amortization 


Excess  of  revenue  over  expense 


2007 

2006 

Budget  Actual 

Actual 

(Note  23) 

$ 17,426,082 

$ 18,975,846  $ 

16,738,065 

3,249,389 

2,882,005 

3,294,750 

716,033 

1,537,969 

1,541,400 

1,918,348 

2,087,565 

1,975,883 

28,831 

io:,866 

308,161 

138,900 

382,649 

193,090 

946,186 

988,586 

993,491 

200,174 

194,442 

303,970 

24,623,943 

27,150,928 

25,348,810 

15,695,383 

16,176,411 

14,858,149 

6,133,530 

7,040,208 

6,952,139 

722,907 

711,807 

723,484 

144,425 

127,665 

115,290 

1,681,506 

1,718,030 

1,662,137 

24,377,751 

25,774,121 

24,311,199 

$ 246,192 

$ 1,376,807 

$ 1,037,611 

The  accompanying  notes  and  schedule  are  part  of  these  financial  statements. 
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PORTAGE  COLLEGE 


STATEMENT  OF  CHANGES  IN  NET  ASSETS 

FOR  THE  YEAR  ENDED  .TUNE  30. 2007 


2007  2006 


internally 

Restricted 

Invested 

Unrestricted 

Net  Assets 

in  Capital 

Endowments 

Net  Assets 

(Note  12) 

Assets 

(Note  3) 

Total 

Total 

Excess  of  revenue  over  expense 

$ 

1,376,807  $ 

$ 

$ 

■ - $ 

1,376,807  $ 

1,037,611 

Endowment  contributions  received 

1 16373 

1 16373 

84,543 

Transfers  for: 

Internally  restricted  net  assets  (Note  1 2) 

(1,000,000) 

1,000,000 

Amortization  of  internally 

funded  capital  assets 

729,445 

(729,445) 

Acquisition  of  internally 

funded  capital  assets 

(924,348) 

(176,634) 

1,100,982 

Net  book  value  of  capital 

assets  disposed 

34397 

(34,397) 

Increase  in  net  assets 

216,301 

823,366 

337,140 

1 16,573 

1,493,380 

1,122,154 

Net  assets,  beginning  of  year 

710,803 

2,160,560 

3399,508 

570,455 

7,041,326 

5,919,172 

Net  assets,  end  of  year 

$ 

927,104  $ 

2,983,926  $ 

3,936,648  $ 

687,028  $ 

8,534,706  $ 

7,041,326 

The  accompanying  notes  and  schedule  are  part  of  these  financial  statements. 
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PORTAGE  COLLEGE 


STATEMENT  OF  CASH  FLOWS 
FOR  THE  YEAR  ENDED  JUNE  30.  2007 


2007  2006 


Cash  generated  from  (used  by): 
Operating  activities: 


Excess  of  revenue  over  expense 

$ 1,376,807  $ 

1,037,611 

Non-cash  transactions 

Amortization  of  deferred  capital  contributions  (Note  1 1) 

(988,586) 

(993,491) 

Amortization  of  capital  assets 

1,718,030 

1,662,137 

Loss  on  sale  of  capital  assets 

23,797 

6,850 

2,130,048 

1,713,107 

Changes  in  non-cash  working  capital  (Note  18) 

1,043,404 

132,482 

Cash  generated  from  operating  activities 

3,173,452 

1,845,589 

Investing  activities: 

Net  increase  in  non-current  cash 

(4,478,526) 

(95,914) 

Net  (increase)  decrease  in  long-term  investments 

(74,798) 

5,668 

Acquisition  of  capital  assets  - internally  funded 

(1,100,982) 

(913,340) 

Acquisition  of  capital  assets  - externally  funded 

(3,666,786) 

(439,298) 

Proceeds  on  sale  of  capital  assets 

10,600 

8,510 

Cash  applied  to  investing  activities 

(9,310,492) 

(1,434,374) 

Financing  activities: 

Capital  contributions  (Note  10) 

8,205,372 

670,150 

Endowment  contributions  - external 

116,573 

84,543 

Cash  generated  from  financing  activities 

8,321,945 

754,693 

Increase  in  cash  and  cash  equivalents 

2,184,905 

1,165,908 

Cash  and  cash  equivalents  at  beginning  of  year 

3,768,089 

2,602,181 

Cash  and  cash  equivalents  at  end  of  year 

$ 5,952,994  $ 

3,768,089 

The  accompanying  notes  and  schedule  are  part  of  these  financial  statements. 
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PORTAGE  COLLEGE 

NOTES  TO  THE  FINANCIAL  STATEMENTS 

FOR  THE  YEAR  ENDED  JUNE  30. 2007 


Note  1 Authority  and  Purpose 

Portage  College  (the  "College")  operates  under  the  authority  of  the  Post  -Secondary  Learning  Act,  Chapter  P-19.5,  Statutes  of  Alberta,  2003. 

Primarily  serving  communities  in  North-Eastern  Alberta,  the  College  provides  instruction  and  training  to  assist  adult  learners  through  academic 
upgrading  programs  and  career  entry  training  in  business,  human  services,  trades,  technical  and  service  industries.  The  College  maintains  a special 
interest  in  providing  programs  to  aboriginal  communities. 

Note  2 Significant  Accounting  Policies  and  Reporting  Practices 

These  financial  statements  have  been  prepared  in  accordance  with  Canadian  Generally  Accepted  Accounting  Principles  (GAAP). 

In  preparing  the  College's  financial  statements,  management  is  required  to  make  estimates  and  assumptions  that  affect  the  reported  amounts  of  assets 
and  liabilities,  the  disclosure  of  contingent  assets  and  liabilities  at  the  date  of  the  financial  statements  and  reported  amounts  of  revenues  and  expenses 
during  the  period.  Management  believes  its  estimates  to  be  appropriate,  however,  actual  results  could  differ  from  these  estimates. 


(a)  Revenue  Recognition 

(i)  Unrestricted  Contributions 

Unrestricted  operating  grants  and  contributions  are  recognized  as  revenue  in  the  period  when  receivable. 

(ii)  Restricted  Contributions 

Externally  restricted  non-capital  grants  and  contributions  are  deferred  and  recognized  as  revenue  in  the  period  when  related  expenses  are 
incurred. 

Externally  restricted  capital  contributions  are  recorded  as  deferred  capital  contributions  until  the  amount  is  invested  in  capital  assets. 
Amounts  invested  representing  externally  funded  capital  assets  are  then  transferred  to  unamortized  deferred  capital  contributions. 
Unamortized  deferred  capital  contributions  are  recognized  as  revenue  in  the  periods  in  which  the  related  amortization  expense  of  the 
funded  capital  asset  is  recorded. 

Restricted  contributions  for  the  purchase  of  capital  assets,  that  are  not  subject  to  amortization,  are  recorded  as  deferred  capital 
contributions  in  the  period  in  which  they  are  received  and,  when  expended,  are  recognized  as  direct  increases  in  net  assets. 

Externally  restricted  contributions  for  endowment  purposes  are  not  recognized  as  revenue,  but  are  recorded  as  direct  increases  in  net 
assets. 


(hi)  Investment  Income 

Investment  income  subject  to  external  restrictions  is,  depending  on  the  nature  of  the  restrictions,  recorded  as  a direct  increase  to  net 
assets  or  is  deferred  and  recognized  as  revenue  in  the  period  the  related  expenses  are  incurred 

Unrestricted  investment  income  is  recognized  in  the  year  it  is  earned. 

(iv)  Donations 

Donations  and  contributions  in  kind  are  recorded  at  fair  value  when  such  value  can  reasonably  be  determined. 
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Note  2 Significant  Accounting  Policies  and  Reporting  Practices  (continued) 


(v)  Program  Delivery 

Revenue  from  tuition  fees,  education  contract  programs  and  sale  of  goods  and  services  is  recognized  as  revenue  in  the  period  in  which 
the  goods  are  delivered  or  the  services  are  provided. 

Revenue  from  long-term  education  contracts  is  determined  on  the  percentage  of  completion  method.  Provision  is  made  for  all  anticipated 
losses  as  soon  as  they  become  evident. 

(b)  Long-term  Investments 

Investments  are  recorded  at  cost.  Gains  and  losses  on  investments  are  recognized  in  the  period  of  disposal  or  when  there  is  an  impairment  other 
than  temporary  in  the  value  of  the  investment. 

(c)  Inventories 

Inventories  for  resale  are  valued  at  the  lower  of  cost  and  net  realizable  value.  Cost  is  determined  on  a first-in,  first-out  basis.  Inventories  held  for 
consumption  are  valued  at  the  lower  of  cost  and  replacement  value. 

(d)  Capital  Assets  and  Collections 

Capital  assets  are  recorded  at  cost,  except  donated  assets  which  are  recorded  at  fair  value,  when  fair  value  can  be  reasonably  determined. 

Capital  assets  are  amortized  on  a straight-line  basis  over  the  following  estimated  average  useful  lives: 


Buildings  and  site  improvements 

20  - 40  years 

Trailers 

20  years 

Furniture,  vehicles  and  other  equipment 

5 - 10  years 

Library  holdings 

5 - 10  years 

Computer  equipment 

4 years 

Computer  (Agresso)  software 

5 years 

Rental  books 

2 years 

Leasehold  improvements 

Life  of  lease 

Alt  collections  are  recorded  at  cost  and  are  not  amortized.  Donated  artwork  collections  are  recorded  at  fair  value,  when  determinable. 


(e)  Pension  Plan  Expense  and  Obligation 

The  College  participates  in  the  Public  Service  Pension  Plan  and  the  Management  Employees  Pension  Plan.  These  pension  plans  are  multi- 
employer defined  benefit  pension  plans,  that  provide  pensions  for  the  College's  participating  employees,  based  on  years  of  service  and  earnings. 

Pension  costs  included  in  these  financial  statements  comprise  the  cost  of  employer  contributions  for  its  employees  during  the  year,  based  on  rates 
which  are  expected  to  provide  for  benefits  payable  under  the  respective  pension  plan.  The  College’s  portion  of  the  pension  plans’  deficit  or 
surplus  is  not  recorded  by  the  College. 

(f)  Financial  Instruments 

The  fair  values  of  the  college’s  accounts  receivable,  accounts  payable  and  accrued  liabilities  and  accrued  vacation  pay  approximate  their  carrying 
values  due  to  the  relatively  short  period  to  maturity  of  these  instruments. 

In  2005,  the  Canadian  Institute  of  Chartered  Accountants  released  Handbook  Section  3855,  Financial  Instruments  - Recognition  and 
Measurement.  This  new  standard  changes  the  way  certain  financial  assets  and  liabilities  are  accounted  for  and  reported  in  the  financial 
statements. 

The  College  has  elected  to  adopt  these  Sections  effective  July  1, 2007.  In  accordance  with  the  transitional  provisions  of  these  Sections,  the 
College  will  prospectively  adopt  the  recommendations,  and  therefore  the  2006  figures  will  not  be  restated. 

The  College  has  designated  its  long-term  investments  as  available  for  sale  and,  as  such,  these  investments  are  recorded  at  fair  value  for  all  future 
years.  As  a result  of  adopting  these  Sections,  the  opening  balance  of  the  long-term  investments  as  at  July  1,  2007  will  be  increased  by  $92,351 
to  reflect  the  net  appreciation  in  the  fair  value  of  long  term  investments.  All  unrealized  gains  and  losses  will  be  recorded  as  a separate  line  item 
on  the  statement  of  changes  in  net  assets  until  the  assets  are  disposed  of  in  the  normal  course  of  business. 


296 


Note  3 Cash  and  cash  equivalents  and  Endowments 


Consolidated  Cash  Investment  Trust  Fund 

Treasury  Bills 
Cash 

Held  as  non-current  cash  and  cash  equivalents 
Held  as  cash  and  cash  equivalents 


2007 

2006 

Carrying  Value 

Market  Carrying  Value 

Value 

Market 

Value 

$ 2,145,192 

$ 

2,145,192  $ 

1,961,036 

$ 

1,961,036 

138,126 

138,126 

154,198 

154,198 

9,258,245 

9,258,245 

2,762,898 

2,762,898 

11,541,563 

11,541,563 

4,878,132 

4,878,132 

(5,588,569) 

(5,588,569) 

(1,110,043) 

(1,110,043) 

$ 5,952,994 

$ 

5,952,994  $ 

3,768,089 

$ 

3,768,089 

The  Consolidated  Cash  Investment  Trust  Fund  ("CCITF')  of  the  Province  of  Alberta  is  managed  with  the  objective  of  providing  competitive  interest 
income  to  depositors  while  maintaining  maximum  security  and  liquidity  of  depositors’  capital.  The  portfolio  is  comprised  of  high-quality  short-term 
and  mid-term  fixed  income  securities  with  a maximum  term  to  maturity  of  three  years.  Interest  is  earned  on  the  daily  cash  balance  at  the  average  rate 
of  earnings  of  the  CCITF,  which  varies  depending  on  the  prevailing  market  interest  rates. 


Treasury  bills  mature  within  one  year. 


The  amount  held  as  non-current  cash  and  cash  equivalents  represents  funds  not  available  for  current  operations  and  includes  endowments  and  net 
assets  internally  restricted  for  capital  purposes,  as  outlined  below. 


2007  2006 


Endowments 

$ 

687,028 

$ 

570,455 

Board  restricted  capital  funds  (Note  12) 

59,484 

236,118 

Deferred  Capital  Contributions  (Note  10) 

4,842,057 

303,470 

$ 

5,588,569 

$ 

1,110,043 

Endowments  are  comprised  of  the  following: 

2007 

2006 

Board  of  Governors  Award 

$ 

400,000 

$ 

370,000 

Trans  Canada-Student  Bursary 

25,000 

25,000 

Northlands  Park  Achievement  Award 

20,000 

20,000 

Albena  Pacific  Bursary 

20,000 

20,000 

Xerox-  Outstanding  Business  Careers  Student  Award 

3,000 

3,000 

Alberta  Pacific  Native  Cultural  Arts  Award 

2,000 

2,000 

Fundraising  Scholarship 

217,028 

130,455 

$ 

687,028 

$ 

570,455 

Of  the  net  assets  restricted  for  endowment  purposes,  $447,500  (2006  - $417,500)  is  subject  to  externally  imposed  restrictions  stipulating  that  the 
resources  be  maintained  permanently.  The  Board  of  Governors  has  internally  restricted  $239,528  (2006  - $152,955)  of  unrestricted  net  assets  to  be 
held  for  endowment  purposes.  The  purpose  of  the  endowments  are  to  award  student  scholarships  and  bursaries. 
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Note  4 Investments 


2007 

2006 

Carrying 

Market 

Carrying 

Market 

Value 

Value 

Value 

Value 

Government  of  Canada  bonds 

$ 

305,682  $ 

303,543  $ 

300,%7  $ 

297,913 

Provincial  bonds 

135,754 

136,600 

80,192 

82,591 

Corporate  bonds 

131,321 

130,411 

136,826 

135,891 

Equities 

296,335 

390,889 

276,309 

328,009 

$ 

869,092  $ 

961,443  $ 

794,294  $ 

844,404 

The  College  recognizes  the  need  to  effectively  manage  all  financial  resources.  The  College  employs  cash  and  fund  management  practices 
in  order  to  maximize  the  amounts  available  for  investment.  Donations  and  surplus  cash  will  be  invested  in  order  to  maximize  return 
while  minimizing  loss. 

The  Board  of  Governors  has  approved  investment  guidelines  on  asset  mix,  diversification,  quality,  liquidity  and  nature  of  securities,  and 
term  constraints. 

Government  of  Canada  bonds  have  a weighted  average  term  to  maturity  of  6.64  years  (2006  - 5.5  years)  and  stated  interest  rate  of  4.18% 
(2006  - 4.04%).  The  average  effective  yield  on  these  securities  is  4.20%  (2006  - 4.04%). 

Provincial  bonds  have  a weighted  average  term  to  maturity  of  12.16  years  (2006  - 10.45  years  ) and  stated  interest  rate  of  5.29%  (2006  - 
4.97%).  The  average  effective  yield  on  these  securities  is  4.36%  (2006  -4.1 1%). 

Corporate  bonds  have  a weighted  average  term  to  maturity  of  4.53  years  (2006  -4.32  years)  and  stated  interest  rate  of  5.06%  (2006  - 
5.10%).  The  average  effective  yield  on  these  securities  is  4.63%  ( 2006  - 4.63%). 

Term  to  maturity  of  bonds  is  based  upon  the  contractual  maturity  of  the  security.  Effective  yields  represent  the  rate  that  discounts  future 
cash  receipts  to  the  carrying  value  at  June  30,  2007.  Risk  is  reduced  by  the  requirement  that  all  bonds  must  be  rated  "A"  or  better  by  the 
Dominion  Bond  Rating  Service  or  an  equivalent  recognized  rating  agency. 

Note  5 Accounts  Receivable 


Note  6 


2007 

2006 

Accounts  receivable 

$ 

3,457,802 

$ 

1,166,949 

Allowance  for  doubtful  accounts 

(138,452) 

(131,360) 

$ 

3,319,350 

$ 

1,035,589 

Inventories 

2007 

2006 

Bookstore  and  native  cultural  art  supplies 

$ 

165,346 

$ 

136,840 

Cafeteria  supplies 

22,533 

18,743 

Printing  supplies 

12,232 

8,544 

Other 

6,561 

10,675 

$ 

206,671 

$ 

174,802 
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Note  7 Capital  Assets 


2007 

Accumulated 


2006 

Net 


Notes 


Note  9 


Cost 


Amortization 


Net 

Book  Value 


Book  Value 


Buildings  and  site  improvements 

$ 32.717,427 

$ 

5,937,266 

$ 

26,780,161  $ 

26,965.746 

Land 

500,000 

- 

500,000 

500,000 

Rental  books 

429,234 

390,363 

38,871 

7,402 

Computer  equipment 

3,520,030 

2,850,580 

669,450 

538,555 

Furniture 

33,946 

30,038 

3,908 

4,469 

Vehicles 

795,835 

517,118 

278,717 

182.735 

Other  equipment 

1,791,673 

722,956 

1,068,717 

702,505 

Library  holdings 

656,021 

463,308 

192,714 

242,602 

Trailers 

768,935 

287,025 

481,910 

520,357 

Computer  (Agresso)  software 

1,199,539 

1,132,035 

67.504 

211,490 

Artworic 

314,750 

- 

314,750 

346,300 

Leasehold  improvements 

565,371 

561,688 

3,682 

83,152 

Work  in  Progress 

3,550,806 

- 

3,550,806 

630,535 

$ 46,843,567 

$ 

12,892,377 

$ 

33,951,190  $ 

30,935,848 

Unearned  Revenue 

2007 

2006 

Contract  programs 

$ 

32,437 

$ 

68,525 

Tuition  fees 

186,431 

172,476 

Other 

16,994 

83,419 

$ 

235,862 

$ 

324,420 

Deferred  Contributions 

2007 

2006 

Restricted  contributions  received  during  the  period: 

Conditional  grants 

$ 

14,454,004  $ 

3,025,635 

Restricted  endowment  investment  income  (Note  14) 

26,832 

16,963 

Donations  and  Contributions 

1,000 

1,827 

14,481,836 

3,044,425 

Transferred  to  revenue: 

Conditional  grants 

(3,251,111) 

(2,165,798) 

Restricted  endowment  investment  income  (Note  14) 

(12,247) 

(1,990) 

Donations  and  Contributions 

(500) 

(1,847) 

(3,263,858) 

(2,169,635) 

Tiarisferred  to  payable  to  the  Government  of  Alberta 

(4,642) 

Transferred  to  deferred  capital  contributions  (Note  10) 

(8.205,372) 

(670,150) 

Increase  during  the  year 

3,012,606 

199,998 

Balance  at  beginning  of  year 

1,005,454 

805,456 

Balance  at  end  of  year 

$ 

4,018,060  $ 

1,005,454 

Deferred  contributions  at  the  end  of  the  year  are  restricted  for  the  following  purposes: 

2007 

2006 

Deferred  maintenance 

$ 

473,008  $ 

237,353 

Program  funding 

1,302.983 

722,249 

Student  scholarships  and  bursaries 

41,654 

33,644 

One  time  equipment  and  facility  funding 

2,200,415 

12,208 

$ 

4,018,060  $ 

1,005,454 
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Note  10  Deferred  Capital  Contributions 


2007 

2006 

Transferred  from  deferred  contributions  (Note  9) 

$ 

8,205,372 

$ 

670,150 

Transferred  to  unamortized  deferred  capital  contributions  (Note  11) 

(3,666,786) 

(439,298) 

Increase  during  the  year 

4,538,587 

230,852 

Balance  at  beginning  of  year 

303,470 

72,618 

Balance  at  end  of  year 

$ 

4,842,057 

$ 

303,470 

Unamortized  Deferred  Capital  Contributions 

2007 

2006 

Balance  at  beginning  of  year 

$ 

27,336,341 

$ 

28,188,130 

Transferred  from  deferred  capital  contributions  (Note  10) 

3,666,786 

141,702 

Less  amount  amortized  to  revenue 

(988,586) 

(993,491) 

Balance  at  end  of  year 

$ 

30,014,541 

$ 

27,336,341 

Note  12  Internally  Restricted  Net  Assets 

Net  assets  internally  restricted  by  the  Board  represent  amounts  set  aside  by  the  College's  Board  of  Governors  to  be  used  for  the  following  designated 
purposes.  These  amounts  are  not  available  for  other  purposes  without  approval  of  the  Board. 


2007  2006 


Capital: 

Campus  Development  Fund 

$ 

55,470  $ 

55,470 

Housing  Development  Fund 

4,014 

4,014 

Steamfitter/Pipefitter  Lab 

- 

176,634 

59,484 

236,118 

Operating: 

Furnishings,  equipment  and  renovations 

600,000 

400,000 

E-leaming  Technology 

600,000 

350,000 

Student  Scholarship  and  Bursary  Investment  Fund 

350,000 

350,000 

Facility  Development  Fund 

300,000 

- 

Program  Enhancement  Fund 

250,000 

- 

Program  Development 

391,875 

391,875 

Professional  Services  - Transition  Fund 

234,479 

234,479 

Financially  Assisted  Education  Leave 

100,000 

100,000 

Emergency  Facility  Repair 

78,088 

78,088 

Student  Needs  - Quality  of  life 

20,000 

20,000 

2,924,442 

1,924,442 

$ 

2,983,926  $ 

2,160,560 

Sales,  Rentals  and  Services 

Direct 

2007 

2006 

Revenue 

Expense 

Net 

Net 

Food  Services  $ 

567,080  $ 

560,376 

$ 

6,703  $ 

(9,646) 

Housing 

793,485 

777,464 

16,021 

(61,238) 

Bookstore  and  Native  Art  Sales 

698,931 

475,323 

223,608 

147,601 

Community  Use 

28,070 

37,790 

(9,720) 

(9,724) 

$ 

2,087,565  $ 

1,850,952 

$ 

236,612  $ 

66,993 

In  addition  to  the  direct  expenses,  facility  amortization  related  to  sales,  rentals  and  services  for  the  year  was  $186,304  (2005  - $186,304).  This 
allocation  was  calculated  based  on  square  footage  occupied. 
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Note  14  Investment  Income 


2007 


2006 


Investment  earnings 

$ 397,234  $ 

193,090 

Add  amounts  transferred  from  deferred  contributions  (Note  9) 

12,247 

1,990 

Less  amounts  transferred  to  deferred  contributions  (Note  9) 

(26,832) 

(16,963) 

Total  investment  income  recognized  as  revenue 

$ 382,649  $ 

193,090 

Expense  by  Function 

2007 

2006 

Instruction  - Credit 

$ 9,388,230  $ 

8,940,777 

Instruction  ~ Non-Credit 

532,469 

706,401 

Facilities  operations  and  maintenance 

5,007,905 

4,977,715 

Institutional  support 

3,040,844 

2,742,686 

Academic  support 

2,094,182 

1,803,980 

Student  services 

2,517,817 

2,165,974 

Ancillary  services  (Note  1 3) 

2,035,095 

2,095,194 

Computing,  network  and  communications 

1,145,973 

876,122 

Fund  raising 

11,606 

2,350 

Total  Expenses 

$ 25,774,121  $ 

24,311,199 

Instroctioa  encompasses  all  formal  education  and  instructional  program  elements.  Facilities  operations  and  maintenance  includes  all  costs  of  the 
daily  operations  of  the  buildings  occupied  by  the  College,  property  taxes  and  amortization  on  capital  equipment  and  buildings.  Institutional  support 
includes  all  activities  that  provide  institution-wide  support  to  other  programs.  Academic  support  includes  all  activities  that  directly  support  the 
education  and  instruction  elements  such  as  academic  administration,  library  and  audio-visual  services.  Student  services  includes  all  activities  or 
services  to  the  smdent  body  of  the  institution  such  as  counselling,  recreation  and  registrar's  office.  Ancillary  services  include  direct  and  indirect  costs 
of  operating  food  services,  native  art  sales,  community  use,  housing  and  bookstore.  Computing,  network  and  communications  includes  all  costs 
expended  to  maintain  the  College’s  hardware  and  software.  Fund  raising  includes  guest  speaker  honoraria,  event  promotion  and  all  other  direct  costs 
associated  with  the  events. 
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Note  16  Salaries,  Wages  and  Benefits 


The  following  information  is  prepared  in  accordance  with  Treasury  Board  Directive  04-07: 


2007 

2006 

Other 

Other 

Cash 

Non  Cash 

Salary*” 

Benefits*^* 

Benefits*^’ 

Total 

Total 

Board  Chair 

$ - $ 

1,936  $ 

- $ 

1,936  $ 

3,892 

Board  Members  ( 1 3 members) 

- 

8,226 

114 

8,340 

10,614 

President 

147,386 

27,886 

26,464 

201,736 

188,875 

Vice  President  Academics 

117,792 

- 

27,771 

145,563 

152,556 

Vice  President  Student  and  College  Services 

117,792 

- 

25,479 

143,271 

128,360 

Dean  Community  and  Industry  Training 

- 

127,785 

2,244 

130,030 

150,926 

Dean  Health,  Business  and  Human  Services 

106,236 

387 

24,278 

130,901 

118,548 

Dean  Learning  and  Technologies 

95,820 

5,281 

21,516 

122,617 

107,216 

Director  Student  Services 

92,580 

- 

22,641 

115,221 

105,356 

Director  Finance  and  Administration 

80,676 

- 

21,148 

101,824 

108,298 

Director  St.  Paul  Region 

99,180 

- 

23,832 

123,012 

113,494 

Director  Cold  Lake  Region 

76,310 

- 

21,950 

98,260 

- 

( 1 ) Base  salary  includes  pensionable  base  pay. 

(2)  Other  cash  benefits  include  bonuses,  overtime,  lump  sum  payments,  honoraria,  contract  earnings  and  pay  in  lieu  of  benefits. 

(3)  Other  non  cash  benefits  include  the  College’s  share  of  all  employee  benefits  and  contributions  or  payments  made  on  behalf  of  employees, 
including  pension,  health  care,  dental  coverage,  vision  coverage,  out  of  country  medical  insurance,  group  life  insurance,  accidental 
disability  and  dismemberment  insurance,  long  and  short  term  disability  plans,  professional  and  club  memberships  and  professional 
development. 

(4)  The  President 's  other  cash  or  non-cash  benefits  include  standard  benefits  available  to  all  College  employees  as  well  as  additional  items 
negotiated  in  his  contract  including:  professional  development  allotment,  memberships  and  severance  agreement.  An  automobile  was  also 
provided,  with  no  dollar  amount  included  in  the  other  non  cash  benefits  figure. 

(5)  The  position  of  Dean  of  Community  and  Industry  Training  was  occupied  by  two  incumbents  during  the  2006-07  fiscal  year.  Both 
individuals  were  hired  on  a contract  basis  until  a permanent  replacement  was  found. 

(6)  Two  incumbents  occupied  this  position  during  the  2005-06  fiscal  year;  one  incumbent  occupied  this  position  during  the  2006-2007  fiscal 
year. 

(7)  This  is  a new  position  that  was  created  2006-07.  The  incumbent  started  in  August  2006. 


Note  17  Pension  Costs 

The  College  participates  in  two  multiemployer  pension  plans,  the  Public  Service  Pension  Plan  (PSPP)  and  the  Management  Employees  Pension  Plan 
(MEPP).  The  expense  for  these  plans  is  $1,061,550  for  the  year  ended  June  30,  2007  (2006  - $948,229). 

Public  Service  Pension  Plan 

At  December  31,  2006,  the  PSPP  reported  a surplus  of  $153,024,000.  (2005  - deficiency  - $187,704,000). 

Management  Employee  Pension  Plan 

At  December  31,  2006,  the  MEPP  reported  a deficiency  of  $6,765,000.  (2005  - $165,895,000). 
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Note  18  Changes  in  Non-cash  Working  Capita! 


2007 

2006 

Accounts  receivable 

$ (2,283,761)  $ 

(286,356) 

Inventories 

(31,869) 

(5,185) 

Prepaid  expenses 

5,936 

43,345 

Accounts  payable  and  accrued  liabilities 

332,918 

51,658 

Accrued  vacation  pay 

96,132 

23,213 

Unearned  revenue 

(88,558) 

105,809 

Deferred  contributions 

3,012,606 

199,998 

$ 1,043,404  $ 

132,482 

Note  19  Commitments 

Future  minimum  annual  lease  payments  under  operating  leases  and  other  commitments  are: 


2008 

$ 

147,660 

2009 

$ 

95,047 

2010 

$ 

72,234 

2011 

$ 

27,574 

2012  and  thereafter 

$ 

- 

Note  20  Art  Collection 

The  College's  art  collection  is  comprised  of: 

(a)  Native  Cultural  Arts  Museum  Collection 

The  Native  Cultural  Arts  Museum  Collection  consists  of  Aboriginal  art  and  craft  works,  which  have  been  collected  from  across  Canada  and  the 
United  States.  The  majority  of  the  pieces  were  purchased  from  artists  and  dealers.  Students,  staff  and  guest  instructors  have  donated  numerous 
pieces  to  the  Collection.  Articles  from  the  Collection  are  used  for  displays,  both  on  and  off  campus,  and  for  instructional  support  in  the  Native 
Cultural  Arts  programs.  All  pieces  in  the  Collection  are  numbered,  photographed  and  described  in  the  Collection  records. 


(b)  Other  Art  Works 

The  College  has  also  acquired,  either  through  purch^es  or  donation,  other  art  works,  which  are  displayed  throughout  the  College  buildings. 
Approximately  85%  of  the  M display  depicts  native  heritage.  The  mediums  include  watercolour,  silk-screens,  black  and  white  photography, 
color  photography  and  reproduced  prints.  The  remainder  of  (he  display  depicts  the  surrounding  areas  and  peoples  of  Lac  La  Biche. 


303 


Note  2 1 Related  Parties 


a)  Significantly  Influenced  Organizations 
(i)  Lac  La  Biche  Childcare  Association 

The  College  exercises  significant  influence  over  the  Lac  La  Biche  Childcare  Association  (the  "Childcare  Association")  through  a 
contractual  arrangement  whereby  the  children  of  students  of  the  College  are  given  priority  placement  and  a maximum  enrolment  fee  of 
$785  (2005  - $740)  per  child  per  month. 

The  Childcare  Association  is  incorporated  under  the  Societies  Act  of  the  Province  of  Alberta  and  exists  to  provide  daycare  services  to  Lac 
La  Biche  and  surrounding  communities. 

The  College,  as  owner  of  the  buildings,  provides  the  Childcare  Association,  at  no  charge,  the  space  needed  to  operate  a daycare,  care 
taking  services,  repairs,  heating,  lighting,  telephone,  parking  spaces,  furniture  and  equipment.  For  the  year  ended  June  30,  2007,  the 
College  incurred  related  expenses  of  $ 1 29,400  (2006  - $ 1 33,2 1 9)  on  behalf  of  the  Childcare  Association,  which  are  reflected  in  the 
College's  statement  of  operations. 

The  College  also  provides  $41,823  (2006  - $37,846)  annually  to  the  Childcare  Association  to  subsidize  its  operations.  The  College  has 
the  option  to  renegotiate  and  renew  this  contract  and  the  end  of  it’s  term. 


(ii)  Portage  Aquatic  Association 

The  Portage  Aquatic  Association  (the  "Aquatic  Association")  was  incorporated  under  the  Alberta  Business  Corporations  Act.  It  operates 
the  Aquatic  Centre  with  the  objective  to  encourage,  promote  and  provide  aquatic  training  and  recreational  opportunities  to  prospective 
patrons.  The  College  has  an  agreement  with  the  Aquatic  Association  to  make  available  aquatic  training  and  recreational  opportunities  to 
College  staff  and  students. 

As  of  July  1, 2005,  the  College  entered  into  an  agreement  with  the  Aquatic  Association,  Lakeland  County  and  the  Town  of  Lac  La  Biche 
in  which  the  College  contributes  annually  a lump  sum  of  $147,697  (2006  - $139,337).  The  term  of  this  agreement  is  from  July  1,  2005  to 
June  30, 2008.  Annual  Janitorial,  management  and  other  maintenance  costs  are  no  longer  paid  by  the  College.  The  College  continues  to 
own  the  building  and  recognized  amortization  in  the  amount  of  $45,602  (2006  - $45,602)  for  the  current  year. 


In  this  agreement,  the  Aquatic  Association  has  the  ability  to  contract  out  maintenance.  For  the  year  ended  June  30,  2007  the  Aquatic 
Association  chose  not  to  contract  the  maintenance  back  to  the  College. 

On  behalf  of  students  and  to  provide  recreational  programming,  the  College  purchased  $14,218  (2006-$  13,934)  in  services  from  the 
Aquatic  Centre  during  the  year  ended  June  30,  2007. 

At  June  30,  2007,  the  accounts  receivable  balance  include  an  amount  of  $12,970  (2006  - $27,037)  owing  from  the  Aquatic  Centre  for 
power  usage  and  other  purchases  from  the  College. 


304 


Note  2 1 Related  Parties  (continued) 


b)  Alberta  Government  and  Alberta  Post  Secondary  Education  Institutions 


The  College  is  a Provincial  Coiporation.  All  of  the  members  of  the  Board  of  Governors  are  appointed  pursuant  to  the  Post  Secondary 
Learning  Act  or  by  a combination  of  orders  by  the  Lieutenant  Governor  in  Council  and  the  Minister  of  Advanced  Education. 


In  the  normal  course  of  operations,  the  College  engages  in  brokerage  and  other  collaborative  arrangements  with  other  post-secondary 
educational  institutions  in  Alberta.  These  institutions  are  also  Provincial  Corporations. 

The  College  had  the  following  transactions  with  related  parties; 


Post  Secondary 

Alberta  Government Collaboration 


2007 

2006 

2007 

2006 

Grants  Received  or  Receivable: 

Advanced  Education: 

Operating  contributions 

Conditional  contributions 

Other  provincial  departments  aid  agencies 

$15,724,735  $ 
10,868,602 

3,398,332 

14,288,306  $ 

1,401,393 

1,907,564 

- $ 

- 

Contributions  received  during  the  year 

29,991,669 

17,597,263 

- 

- 

Conditional  contributions  deferred  from  prior  years 

1,275,278 

860,022 

- 

- 

Less  contributions  deferred  at  the  end  of  the  year 

(3.976,406) 

(971,810) 

- 

- 

Less  transfers  to  deferred  capital  contributions 

(8,508,843) 

(742,768) 

- 

- 

Less  transfers  to  accrued  liabilities 

- 

(4,642) 

- 

- 

Earned  Goverament  of  Alberta  contributions 

18,781,698 

16,738,065 

- 

- 

Grants  from  other  sources 

194,148 

. 

- 

- 

Total  Grants 

$ 18,975.846  $ 

16,738,065  $ 

- $ 

- 

Contract  income 

$ 

157,806 

$ 

44.257 

$ 

13,977 

S 

85,490 

Expenses 

$ 

42,400 

$ 

37,556 

$ 

109,306 

$ 

1 12,577 

Accounts  receivable 

$ 

2,468,174 

$ 

69,344 

$ 

99,706 

$ 

80,945 

Accounts  payable 

$ 

716 

$ 

4,873 

$ 

2,438 

$ 

7,496 

c)  Joint  Venture 

On  December  18,  1998,  the  Lieutenant  Governor  in  Council  approved  the  establishment  of  a corporation,  to  be  owned  equally  by  Portage 
College,  Northern  Lakes  College,  NorQuest  College  and  Bow  Valley  College.  On  Februaty  10,  1999,  818196  Alberta  Ltd.  was 
incorporated  pursuant  to  the  Alberta  Business  Corporations  Act. 

The  Coiporation  was  created  for  the  purpose  of  holding  jointly  developed  intellectual  property  transferred  from  her  Majesty  the  Queen  in 
Right  of  the  Province  of  Alberta  as  represertted  by  the  Minister  of  Advanced  Education.  The  fair  value  of  the  intellectual  property 
transferred  is  not  determinable.  As  at  June  30, 2007,  this  Corporation  was  not  active. 


d)  Cold  Lake  Building  Project 

Portage  College  is  in  partnership  with  the  City  of  Cold  Lake  in  the  coostractioo  and  operation  of  a joint  use  facility  in  the  City  of  Cold 
Lake.  The  new  facility  is  expected  to  be  commissioned  in  March  2008  well  in  advance  of  the  2008-09  school  year  in  which  we  would 
begin  operations.  The  College  is  responsible  to  construct  2700  square  meters  in  total.  Of  these  2700  square  meters  2,365  is  classroom 
and  office  space  which  Portage  College  will  have  sole  right  to  access.  The  remaining  335  square  meters  is  space  that  is  being  jointly 
constracted  and  operated.  This  shared  space  includes  the  entrances,  common  hallways  and  a food  court  style  cafeteria.  Portage  College 
does  not  own  the  land  but  has  secured  a lease  for  40  years  with  options  to  renew  for  periods  of  5 years  each.  The  budget  for  construction 
is  currently  $ 1 2,28 1 ,625  and  is  fiinded  by  Advanced  Education  and  Technology.  All  costs  incurred  to  date  have  been  set  up  as  work  in 
progress  within  these  financials  statements. 

Portage  College  has  protected  its  interests  in  the  construction  and  joint  operation  of  the  Cold  Lake  facility  through  three  governance 
agreements  entitled:  College  Ground  Lease,  Joint  Development  Agreement  and  Multi-Use  Campus  Operating,  Management, 
Maintenance  and  Use.  These  agreements  not  only  define  cost  sharing  and  decision  making  but  dispute  resolution. 
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Note  22  Contingent  Liability 

There  are  two  unresolved  claims  against  the  College.  While  the  outcome  of  those  claims  cannot  be  predicted  at  this  time,  it  is  the  opinion  of 
management  that  the  resolution  of  these  claims  will  not  have  a material  effect  on  the  financial  statements  of  the  College,  and  it  has  not  been  reflected 
in  these  statements. 


Note  23  Budget 

The  College  is  required  to  submit  a budget,  approved  by  the  Board  of  Governors  of  the  College,  to  the  Minister  of  Advanced  Education  and 
Technology  for  his  approval.  The  Board  of  Governors  approved  the  College's  Budget  on  April  19, 2007. 

Note  24  Funds  Held  on  Behalf  of  Others 

The  following  funds,  held  by  the  College  on  the  behalf  of  others,  are  not  included  in  these  financial  statements: 


2007  2006 


Portage  Aquatic  Association 

$ 

119,055  $ 

114,130 

Faculty  Association 

147,940 

141,820 

Employee  Funded  Leave 

30,046 

83,868 

Other  Funds  Held 

129,320 

173,339 

Security  Deposits  Held 

13,881 

22,308 

J 

440,242  $ 

535,465 

Note  25  Comparative  Figures 

Certain  comparative  amounts  have  been  reclassified  where  necessary  to  conform  to  the  current  year's  financial  statement  presentation. 
Note  26  Approval  of  Financial  Statements 


These  financial  statements  were  approved  by  the  Board  of  Governors. 
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Schedule  1 Continuing  Education  Programming 


2007 ^ ^ 


Trades, 

Technical  Computer 

& Safety  Forestry  Health  & Office  Driver  Other  Total  Total 


Revenue 

Less: 

$ 687,853  $ 

607,030  $ 

292,795  $ 

116,905  $ 

287,476  $ 

- $ 1,992,059  $ 

2,337,942 

Direct  Expenses: 

Salaries,  wages  and  benefits 

522,406 

217,231 

100,550 

27,388 

14,927 

882,502 

795,3  86 

Supplies  and  other  expenses 

202,114 

206,290 

120,559 

27,468 

131,664 

688,095 

1,227,918 

724,520 

423,521 

221,109 

54,856 

146,591 

1,570,597 

2,023,304 

Indirect  costs 

102,382 

98,796 

57,575 

20,336 

27,730 

306,819 

259,907 

Excess  of  revenue 

over  expense 

$ (139,049)  $ 

84,713  $ 

14,111  $ 

41,713  $ 

113,155  $ 

- $ 114,643  $ 

54,73 1 

The  College  actively  works  with  industry,  native  communities  and  other  organizations  to  provide  customized  training  on  a cost 
recovery  basis.  The  College  expects  Continuing  Education  departments  to  cover  all  direct  costs  plus  an  estimated  amount  to  cover 
indirect  costs  to  deliver  these  pro^ams  - see  footnote  below. 


Any  revenues  and  expenditures  related  to  Continuing  Education  program  delivery  can  be  grouped  within  any  or  all  of  the 
categories  on  the  statement  of  operations. 


(1)  The  amounts  shown  as  indirect  costs  are  calculated  based  on  a percentage  of  gross  program  revenue  on  a scale  ranging  from 
0%  to  a maximum  of  20%. 
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RED  DEER  COLLEGE 

CONSOLIDATED  FINANCIAL  STATEMENTS 

JUNE  30,  2007 


Auditor’s  Report 

Consolidated  Statement  of  Financial  Position 
Consolidated  Statement  of  Revenue  and  Expense 
Consolidated  Statement  of  Changes  in  Net  Assets 
Consolidated  Statement  of  Cash  Flow 
Notes  to  the  Consolidated  Financial  Statements 
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AUDIT 

gene:  _ 

Alberta 


Auditor’s  Report 


To  the  Board  of  Governors  of  Red  Deer  College 

I have  audited  the  consolidated  statement  of  financial  position  of  Red  Deer  College  as  at 
June  30,  2007  and  the  consolidated  statements  of  revenue  and  expense,  changes  in  net  assets  and 
cash  flow  for  the  year  then  ended.  These  financial  statements  are  the  responsibility  of  the 
College’s  management.  My  responsibility  is  to  express  an  opinion  on  these  financial  statements 
based  on  my  audit. 

I conducted  my  audit  in  accordance  with  Canadian  generally  accepted  auditing  standards.  Those 
standards  require  that  I plan  and  perform  an  audit  to  obtain  reasonable  assurance  whether  the 
financial  statements  are  free  of  material  misstatement.  An  audit  includes  examining,  on  a test 
basis,  evidence  supporting  the  amounts  and  disclosures  in  the  financial  statements.  An  audit  also 
includes  assessing  the  accounting  principles  used  and  significant  estimates  made  by 
management,  as  well  as  evaluating  the  overall  financial  statement  presentation. 

In  my  opinion,  these  consolidated  financial  statements  present  fairly,  in  all  material  respects,  the 
financial  position  of  the  College  as  at  June  30,  2007  and  the  results  of  its  operations  and  its  cash 
flows  for  the  year  then  ended  in  accordance  with  Canadian  generally  accepted  accounting 
principles. 


Edmonton,  Alberta 
September  11,  2007 


FCA 

Auditor  General 
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RED  DEER  COLLEGE 


CONSOLIDATED  STATEMENT  OF  FINANCIAL  POSITION 


AS  AT  JUNE  30.  2007 


2007 

2006 

ASSETS 

Current: 

Cash  and  cash  equivalents 

$ 

1,633,082 

$ 

16,762,232 

Investments  (Note  3) 

25,180,440 

536,507 

Accounts  receivable 

1,874,505 

1,059,772 

Inventories 

940,543 

988,603 

Prepaid  expenses 

524,076 

450,737 

30,152,646 

19,797,851 

Investments  (Note  3) 

19,281,027 

22,967,433 

Art  collections  (Note  4) 

1,316,885 

1,316,885 

Capital  assets  (Note  5) 

69,809,960 

54,084,007 

$ 

120,560,518 

$ 

98,166,176 

LIABtt.ITIES  AND  NET  ASSETS 

Current: 

Accounts  payable  and  accrued  liabilities 

$ 

8,652,767 

$ 

5,301,740 

Accrued  vacation  pay 

3,566,017 

3,290,426 

Unearned  revenue 

1,899,486 

2,240,305 

Deferred  conttibutions  for  operating  purposes  (Note  6) 

11,945,998 

6,785,488 

Current  portion  of  capital  lease  obligation  (Note  8) 

452,562 

443,335 

Current  portion  of  long-term  debt  (Note  9) 

244,019 

241,024 

26,760,849 

18,302,318 

Long-term  portion  of  capital  lease  obligation  (Note  8) 

358,394 

343,860 

Long-term  debt  (Note  9) 

7,130,867 

5,874,885 

Deferred  contributions  for  capital  purposes  (Note  7) 

12,410,456 

16,833,002 

Unamortized  deferred  capital  contributions  (Note  10) 

49,003,523 

33,594,973 

95,664,089 

74,949,038 

Net  assets: 

Endowments  (Note  11) 

5,633,110 

4,896,970 

Investment  in  capital  assets  and  art  collections 

14,747,676 

14,902,815 

Internally  restricted  (Note  12) 

1,691,987 

1,614,956 

Unrestocted  net  assets 

2,823,656 

1,802,397 

24,896,429 

23,217,138 

$ 120,560,518 

$ 98,166,176 

The  accompanying  notes  aie  an  integral  part  of  these  consolidated  financial  statements. 
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RED  DEER  COLLEGE 


CONSOLIDATED  STATEMENT  OF  REVENUE  AND  EXPENSE 


FOR  THE  YEAR  ENDED  JUNE  30,  2007 


Budget 

2007 

2006 

(Note  21) 

Revenue: 

Grants,  Province  of  Alberta  (Note  13) 

$ 

36,495,000 

$ 

37,739,181 

$ 

32,219,265 

Educational  contracts 

2,226,000 

2,261,819 

2,492,123 

Research  Grants 

- 

196,809 

131,675 

Tuition  and  related  fees  (Note  14) 

15,858,000 

16,152,525 

15,759,524 

Ancillary  services  (Note  15) 

7,167,000 

7,473,721 

7,125,486 

Sales,  rentals  and  services 

1,185,000 

1,587,295 

1,434,779 

Investment  income  (Note  16) 

640,000 

969,068 

653,866 

Donations  and  endowment  interest 

Amortization  of  deferred 

429,000 

686,136 

733,764 

capital  contributions  (Note  10) 

2,400,000 

2,775,866 

2,570,274 

66,400,000 

69,842,420 

63,120,756 

Expense: 

Salaries  and  benefits  (Note  17) 

45,121,010 

45,006,847 

41,424,601 

Supplies  and  services 

12,132,990 

14,226,659 

12,141,953 

Utilities 

2,117,000 

1,964,954 

1,981,735 

Scholarships  and  bursaries 

260,000 

331,264 

290,732 

Cost  of  goods  sold 

Amortization  and  write  down  of 

2,749,000 

2,855,545 

2,781,629 

capital  assets 

4,020,000 

4,514,000 

4,237,099 

66,400,000 

68,899,269 

62,857,749 

Excess  of  revenue  over  expense 

$ 

- 

$ 

943,151 

$ 

263,007 

The  accompanying  notes  are  an  integral  part  of  these  consolidated  financial  statements. 
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The  accompanying  notes  are  an  integral  part  of  these  consolidated  financial  statements. 


RED  DEER  COLLEGE 


CONSOLIDATED  STATEMENT  OF  CASH  FLOW 

FOR  THE  YEAR  ENDED  JUNE  30.  2007 


2007 

Cash  generated  from  operating  activities: 

Excess  of  revenue  over  expense  $ 943 ,151 

Add: 

Amortization  and  write  down  of  capital  assets  4,5 14,000 

Amortization  of  deferred  capital  contributions  (2,775,866) 

2,681,285 

Changes  in  non-cash  working  capital  (Note  19)  7,606,297 

Cash  generated  from  operating  activities  10,287,582 


Investing  activities: 

Acquisition  of  capital  assets  and  collections 


Internally  funded  (814,248) 

Debenture  funded  (689,804) 

Externally  funded  (Note  10)  (18,184,416) 

Purchase  of  investments  - current  (24,643,933) 

Purchase  of  investments  - long-term  3,686,406 

Cash  applied  to  investing  activities  (40,645,995) 


Financing  activities: 

Repayment  of  long-term  debt  (24 1 ,024) 

Repayment  of  capital  lease  (527,723) 

Capital  contributions  received  (including  transfers)  (Note  7)  13,761 ,870 

Endowments  contributions  736,140 

Addition  of  long-term  debt  1 ,500,000 

Cash  generated  from  financing  activities  15,229,263 


Increase  (decrease)  in  cash  and  cash  equivalents 
Cash  and  cash  equivalents  at  beginning  of  year 
Cash  and  cash  equivalents  at  end  of  year 


(15,129,150) 
16,762,232 
$ 1,633,082 


The  accompanying  notes  are  an  integral  part  of  these  consolidated  financial  statements. 


2006 


$ 263,007 

4,237,099 

(2,570,274) 

1,929,832 

5,992,978 

7,922,810 


(1,183,423) 

(1,850,168) 

8,947,974 

(17,040,154) 

(11,125,771) 


(226,746) 

(521,847) 

18,683,170 

207,152 


18,141,729 


14,938,768 
1,823,464 
$ 16,762,232 


314 


NOTES  TO  THE  CONSOLIDATED  FINANCIAL  STATEMENTS 


JUNE  30,  2007 


Note  1 Authority  and  Purpose 

Red  Deer  College  operates  under  the  authority  of  the  Post-Secondary  Learning  Act, 
Statues  of  Alberta  2003,  Chapter  P-19.5. 

The  College  provides  a wide  range  of  quality  educational  opportunities  designed  to 
promote  success  of  learners  and  the  enrichment  of  life  in  the  communities  it  serves.  The 
College  is  mandated  to  provide  certificates,  diplomas,  applied  degrees  and  a wide  variety 
of  non-credit  offerings  through  adult  development  programs,  career-oriented  studies, 
trades  training  and  university  undergraduate  studies. 

The  College  is  exempt  from  die  payment  of  income  tax  under  Section  149  of  the  Income 
Tax  Act. 


Note  2 Significant  Accounting  Policies  and  Reporting  Practices 

(a)  Consolidation 

The  financial  statements  include  the  accounts  of  the  College  and  the  Red  Deer 
College  Foundation. 

(b)  Use  of  estimates 

The  preparation  of  financial  statements  in  conformity  with  Canadian  generally 
accepted  accounting  principles  requires  management  to  make  estimates  and 
assumptions  that  affect  the  amounts  reported  in  the  financial  statements  and 
accompanying  notes.  These  estimates  are  based  on  management’s  best  knowledge 
of  current  events  and  actions  that  the  organization  may  undertake  in  the  future. 
Actual  results  may  differ  from  management’s  best  estimates  as  additional 
information  becomes  available  in  the  future.  Significant  estimates  were  made  by 
management  with  respect  to  valuation  of  inventory,  estimated  useful  lives  of  capital 
assets,  amortization  of  unamortized  deferred  capital  contributions  and  deferred 
pension  plan  obligations. 

(c)  Cash  and  cash  equivalents 

Cash  includes  short-term  deposits,  which  are  highly  marketable  securities  with  a 
maturity  of  three  months  or  less  when  purchased. 

(d)  Inventories 

Inventories  of  merchandise  for  resale  are  valued  at  the  lower  of  cost  and  net 
realizable  value.  Cost  is  determined  using  the  retail  cost  method.  Inventories  of 
supplies  for  consumption  are  valued  at  the  lower  of  cost  and  replacement  value. 

Cost  is  determined  on  the  first- in,  first-out  basis. 
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Note  2 Significant  Accounting  Policies  and  Reporting  Practices  (continued) 

(e)  Investments 

Investments  are  recorded  at  cost  or  amortized  cost.  Amortization  of  discount  or 
premium  is  on  a straight-line  basis  over  the  life  of  the  investment.  Gains  or  losses 
on  sales  of  investments  are  recognized  as  investment  income  in  the  year  of  sale. 

Where  impairment  in  the  value  of  the  investment  is  other  than  temporary,  a charge 
to  income  will  be  recognized  as  an  unrealized  loss  on  investments. 

(f)  Art  Collections 

Art  collections  are  recorded  at  cost  except  for  donated  items,  which  are  recorded  at 
fair  market  value  at  the  time  of  receipt. 

(g)  Capital  Assets 

Capital  assets  are  amortized  on  a straight-line  basis  over  the  following  average 
useful  lives: 


Buildings  40  years 

Infrastructure  25  years 

Land  improvements  12  years 

Furnishings,  equipment  and  vehicles  10  years 

Library  books  and  media  10  years 

Computer  software  5 years 

Computer  hardware  (acquired  prior  to  2005)  5 years 

Computer  hardware  and  computer  leases  3 years 


(h)  Financial  Instruments 

The  financial  instruments  consist  of  cash,  investments,  accounts  receivable,  accounts 
payable  and  accrued  liabilities,  long-term  debt  and  capital  lease  obligation. 

Financial  instruments  are  initially  recorded  at  cost.  If  subsequent  circumstances 
indicate  that  a decline  in  fair  value  of  a financial  instrument  is  other  than  temporary, 
the  financial  asset  is  written  down  to  its  fair  value. 

The  fair  value  of  accounts  receivable  and  accounts  payable  and  accrued  liabilities 
approximates  their  carrying  value  due  to  the  short  time  to  receipt  or  payment  of 
cash.  The  fair  value  of  long-term  debt  and  capital  leases  approximates  their  carrying 
value,  as  the  average  interest  rate  charged  is  consistent  with  the  college  incremental 
borrowing  rate. 
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Note  2 Significant  Accounting  Policies  and  Reporting  Practices  (continued) 

(h)  Financial  Instruments  (continued) 

The  financial  instruments  that  are  exposed  to  credit  risk  consist  of  accounts 
receivable,  certain  short-term  investments  and  certain  long-term  investments.  The 
risk  is  limited  by  the  Collegers  investment  policy  and  collection  procedures. 

The  capital  lease,  long-term  debt,  and  certain  investments  have  fixed  interest  rates 
and  are  exposed  to  interest  rate  price  risk. 

Certain  investments  have  variable  interest  rates  and  are  exposed  to  interest  rate  cash- 
flow risk. 

Certain  investments  are  exposed  to  market  price  risk. 

Red  Deer  College  is  exposed  to  foreign  exchange  rate  risk  as  they  have  transactions 
in  the  United  States  currency. 

(i)  Foreign  currency  translation 

Transactions  denominated  in  United  States  currency  are  measured  at  the  average 
weighted  cost  of  the  currency.  Monetary  assets  and  liabilities  denominated  in 
United  States  currency  are  translated  into  Canadian  dollars  at  rates  of  exchange  in 
effect  at  the  date  of  the  balance  sheet. 

(j)  Revenue  Recognition 

Unrestricted  grants  are  recognized  in  the  period  when  they  become  receivable. 
Unrestoicted  grmits  received  for  a future  period  are  deferred  until  that  future  period. 

Capital  grants  are  recorded  as  deferred  contributions  for  capital  purposes  until  the 
amount  is  invested  in  capital  assets.  Amounts  invested  representing  funded  capital 
assets  are  then  transferred  to  unamortized  deferred  capital  contributions. 
Unamortized  deferred  capital  contributions  are  recognized  as  revenue  in  the  periods 
in  which  the  related  amortization  expense  of  the  funded  capital  asset  is  recorded. 

The  related  portion  of  amortization  expense  and  the  amortization  of  deferred  capital 
contributions  are  matched  to  indicate  that  the  related  amortization  expense  has  been 
ftmded. 

Restricted  contributions  and  donations  are  recognized  as  revenue  if  the  amounts 
have  been  received  and  the  related  expenses  have  been  mcurred.  Unrestricted 
contributions  and  donations  are  recognized  as  revenue  when  received. 

Donations  of  materials  and  services  that  would  otherwise  have  been  purchased  are 
recorded  at  fair  value  when  a fair  value  can  be  reasonably  determined. 
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Note  2 Significant  Accounting  Policies  and  Reporting  Practices  (continued) 

(j)  Revenue  Recognition  (continued) 

Donations  of  capital  assets  that  will  not  be  amortized  and  artwork  collections  are 
recognized  as  direct  increases  in  net  assets.  Permanent  impairment  in  values  of 
these  items  is  recognized  as  a reduction  in  net  assets. 

Externally  restricted  non-capital  contributions  are  deferred  and  are  recognized  as 
revenue  in  the  period  in  which  the  related  expenses  are  incurred.  Externally 
restricted  amounts  can  only  be  used  for  purposes  designated  by  external  parties.  Any 
externally  restricted  contributions  containing  stipulations  that  the  amounts  should  be 
retained  as  net  assets,  or  that  the  contributions  should  not  be  expended,  are  recorded 
as  direct  increases  in  net  assets.  Such  stipulations  would  include  contributions  made 
for  endowment  purposes  or  to  be  used  to  acquire  non-amortizable  property. 

The  College  recognizes  tuition  and  related  fees,  ancillary  services  and  sales,  rentals 
and  services  revenue  in  the  period  when  the  services  are  provided. 

The  College  recognizes  investment  and  interest  income  in  the  period  earned. 

(k)  Employee  Future  Benefits 

The  College  participates  in  the  Local  Authorities  Pension  Plan.  This  pension  plan  is 
a multi-employer  defined  benefit  pension  plan  that  provides  pensions  for  the 
College’s  participating  employees,  based  on  years  of  service  and  earnings. 

Pension  cost  is  disclosed  as  a part  of  salaries  and  benefits  and  are  comprised  of  the 
amount  of  employer  contributions  required  for  its  employees  during  the  year,  based 
on  rates  which  are  expected  to  provide  for  benefits  payable  under  the  Local 
Authorities  Pension  Plan.  The  College’s  portion  of  the  pension  plan’s  deficit  or 
surplus  is  not  recorded  by  the  College. 

The  College  provides  a Supplementary  Employees  Retirement  Plan  for  certain 
specified  employees  of  the  College.  The  plan  is  a defined  benefit  plan,  is  non- 
registered,  unfunded  and  the  liability  is  determined  by  an  actuarial  valuation  using 
estimates  described  in  note  17. 

The  plan  costs  are  disclosed  as  part  of  the  salaries  and  benefits. 
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Note  3 Investments 


Investments  are  summarized  as  follows: 


Treasury  bills  and  other 

Bonds  and  coupons 

Stocks  and  equity  mutual  funds 

Held  as  long-term  investments 

Current  portion  of  investments 

The  market  value  of  the  investments  are 

Treasu^  bills  and  other 

Bonds  and  coupons 

Stocks  and  equity  mutual  funds 


2007  2006 


$ 

9,017,467 

$ 5,108,461 

12,027,538 

9,539,164 

23,416,462 

8,856,315 

44,461,467 

23,503,940 

(19,281,027) 

(22,967,433) 

$ 

25,180,440 

$ 536,507 

follows: 

$ 

9,061,444 

$ 5,121,599 

11,809,516 

9,299,019 

26,797,480 

10,564,105 

$ 47,668,440  $ 24,984,723 
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Note  3 Investments  (continued) 


These  investments  mature  as  follows 


Cost 


Non  maturing  (Stocks  and  equity 


mutual  funds) 

$ 32,433,929 

2008 

931,434 

2009 

1,203,114 

2011 

343,218 

2012 

1,859,857 

2013 

362,957 

2014 

1,982,097 

2015 

488,181 

2016 

470,903 

2017 

1,593,606 

2027 

743,388 

2029 

2,048,783 

$ 44,461,467 


The  College’s  fixed  income  investments  of  $21,045,005  (2006  - $14,647,625)  have  an 
effective  interest  rate  of  3.98%  (2006  - 4.15%).  The  rate  of  return  on  the  balance  of  the 
portfolio,  comprised  of  mutual  fund  and  stock  holdings,  is  dependent  on  the  fund’s 
performance. 


Note  4 Art  Collections 

Art  collections  represent  paintings,  sketches  and  drawings  held  to  further  the  College’s 
education  and  research  activities. 
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Note  5 Capital  Assets 


(a)  Summary  of  Cost  and  Net  Book  Value 

2007 

2006 

Accumulated 

Net  Book 

Net  Book 

Cost 

Amortization 

Value 

Value 

Land  and  improvements 

$ 

10,415,392 

$ 634,522  $ 

9,780,870 

$ 9,751,531 

Buildings  and  infrastructure 

89,004,937 

35,503,480 

53,501,457 

38,926,609 

Library  books  and  media 

1,521,247 

1,085,637 

435,610 

423,396 

Furnishings  and  equipment 

13,189,807 

8,000,347 

5,189,460 

4,035,697 

Computer  hardware 

2,560,950 

2,394,360 

166,590 

355,306 

Computer  software 

2,849,608 

2,681,285 

168,323 

48,445 

Leases 

3,365,645 

2,900,737 

464,908 

400,542 

Vehicles 

394,330 

291,588 

102,742 

142,481 

$ 

123,301,916 

$ 53,491,956  $ 

69,809,960 

$ 54,084,007 

Included  in  the  Buildings  and  infrastructure  total  above  is  work  in  process  of  $12,592,260 
that  has  not  started  to  be  amortized  at  year-end. 

(b)  Donations  in  Kind 

During  the  year  there  were  donations  in  kind  of  equipment  in  the  amount  of  $6,544 
(2006  - $5,632). 
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Note  6 Deferred  Contributions  for  Operating  Purposes 


Deferred  contributions  for  operating  purposes  represent  unspent  contributions  externally 


restricted  for  non-capital  purposes. 

Contributions: 

Grants 
Donations 
Interest  (Note  16) 

Transfer  to  deferred  capital 
contributions  (Note  7) 

Transferred  to  revenue: 

Grants,  Province  of  Alberta 
Donations  and  interest 


Increase  during  the  year 

Deferred  contributions  at  beginning  of  year 

Deferred  contributions  at  end  of  year 

The  balance  consists  of  funds  restricted  for: 

Access  / Apprenticeship 
Infrastrucuture  renewal 
Scholarships  and  bursaries 
Other 


2007 

2006 

$ 

11,133,813 

666,939 

239,402 

$ 

7,930,450 

859,741 

251,799 

12,040,154 

9,041,990 

(1,631,915) 

(625,187) 

10,408,239 

8,416,803 

4,561,593 

686,136 

2,996,556 

870,297 

5,247,729 

3,866,853 

5,160,510 

4,549,950 

6,785,488 

2,235,538 

$ 

11,945,998 

$ 

6,785,488 

$ 

8,040,512 

$ 

3,717,894 

2,419,182 

2,011,458 

1,193,992 

993,118 

292,312 

63,018 

$ 

11,945,998 

$ 

6,785,488 
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Note  7 Deferred  Contributions  for  Capital  Purposes 


Deferred  contributions  for  capital  purposes  represent  unspent  externally  restricted  capital 
funds. 


2007 

2006 

Contributions: 

Grants 

Interest  (Note  16) 

Donations 

$ 

10,300,000 

507,707 

1,322,248 

$ 

17,941,540 

116,443 

12,129,955 

18,057,983 

Transfer  from  deferred  contributions  (Note  6) 

1,631,915 

625,187 

13,761,870 

18,683,170 

Transfer  to  unamortized  deferred  capital 
contributions  (Note  10) 

(18,184,416) 

(1,850,168) 

Increase  (decrease)  during  the  year 

(4,422,546) 

16,833,002 

Deferred  contributions  for  capital  purposes  at 
beginning  of  year 

16,833,002 

Deferred  contributions  for  capital  purposes  at 
end  of  year 

$ 

12,410,456 

$ 

16,833,002 

The  balance  consists  of  funds  restricted  for: 

Facility  expansion 

Confluence  Campus 

$ 

12,410,456 

$ 

16,721,502 

111,500 

$ 

12,410,456 

$ 

16,833,002 
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Note  8 Capital  Lease  Obligation 


Capital  lease  obligation  is  comprised  of  several  leases  with  interest  rates  ranging  from 
4.50%  to  5.41%  that  expire  from  September  2007  to  May  2017. 

Future  minimum  lease  payments  are  due  in  the  following  fiscal  periods  as  follows: 


2008  $ 452,562 

2009  219,258 

2010  64,825 

2011  21,514 

2012  21,514 

2013  - 2017  105,774 


885,447 

Less  amount  representing  interest  (74,491) 


810,956 

Less  current  portion  (452,562) 

$ 358,394 


The  College  has  pledged  leased  assets  as  security  over  these  obligations. 

During  the  year,  interest  on  capital  lease  obligations  amounting  to  $38,518  (2006  - 
$39,299)  has  been  expensed  to  supplies  and  services. 
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Note  9 Long-Term  Debt 


Long-term  debt  is  summarized  as  follows: 


Principal  Outstanding 


2007 

2006 

Student  residences,  debenture  repayable  in 
semi-annual  blended  installments  of 
$43,382  at  7.25%  per  annum  interest, 
maturing  November  2007. 

$ 41,864 

$ 121,249 

Student  residences,  debenture  repayable  in 
annual  blended  installments  of  $216,255 
at  6.25%  per  annum  interest, 
maturing  March  2025. 

2,298,194 

2,366,541 

Student  residences,  debenture  repayable  in 
annual  blended  installments  of  $179,921 
at  6.00%  per  annum  interest, 
maturing  April  2026. 

2,007,585 

2,063,685 

Student  residences,  debenture  repayable  in 
annual  blended  installments  of  $107,457 
at  4.52%  per  annum  interest, 
maturing  June  2030. 

1,527,243 

1,564,434 

Student  residence,  debenture  repayable  in 

semi-annual  blended  installments  of  $52,860 
at  5.00%  per  annum  interest, 
maturing  June  2032. 

1,500,000 

Total  long-term  debt 

7,374,886 

6,115,909 

Less  current  portion 

(244,019) 

(241,024) 

$ 7,130,867 

$ 5,874,885 
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Note  9 Long-Term  Debt  (continued) 


The  repayment  of  principal  in  the  next  five  fiscal  years  is  as  follows: 


2008 

$ 

244,019 

2009 

213,616 

2010 

225,735 

2011 

238,552 

2012 

252,105 

The  College  has  provided  all  proceeds  derived  directly  or  indirectly  from  the  operations  of 
the  residence  buildings  as  security  over  these  loans  under  a general  security  agreement. 
Included  in  supplies  and  services  is  $349,373  (2006  - $363,651)  of  interest  on  long-term 
debt.  Debentures  in  the  amount  of  $7,333,022  (2006  - $5,994,660)  are  held  with  Alberta 
Capital  Finance  Authority,  which  is  a related  party  of  the  College. 


Note  10  Unamortized  Deferred  Capital  Contributions 

Unamortized  deferred  capital  contributions  represent  the  funded  portion  of  capital  assets, 
which  will  be  recognized  as  revenue  in  future  periods.  Changes  in  the  unamortized 
deferred  capital  contributions  balance  are  as  follows: 


2007  2006 


Balance  at  beginning  of  year 

$ 33,594,973 

$ 

34,315,079 

Add  amount  transferred  from  deferred 

contributions  for  capital  purposes  (Note  7) 

18,184,416 

1,850,168 

Less  amount  amortized  to  revenue 

(2,775,866) 

(2,570,274) 

$ 49,003,523 

$ 

33,594,973 

A portion  of  the  deferred  capital  contributions  are  in  work  in  progress  at  year-end 
therefore  no  amortization  has  been  taken.  See  Note  5. 
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Note  11 


Endowments 


Note  12 


Note  13 


Endowments  are  comprised  of  externally  and  internally  restricted  amounts,  which  are 
required  to  be  maintained  intact  except  where  a donor  or  the  Board  of  Governors,  for 
internally  restricted  amounts,  agrees  to  a reallocation  for  expendable  purposes.  The  terms 
of  certain  endowments  require  the  College  to  maintain  the  real  value  of  the  endowments. 
Accordingly,  a portion  of  annual  investment  income  earned  on  the  endowment  is  added  to 
the  principal  amount.  Internally  restricted  endowments  amounted  to  $855,250  in  2007 
(2006  - $640,319). 


Internally  Restricted  Net  Assets 

Net  assets  internally  restricted  are  held  for  the  following  purposes.  These  amounts  are  not 
available  for  other  purposes  without  the  approval  of  the  Board  of  Governors. 


2007  2006 


Innovative  instruction  fund 

$ 412,986 

$ 377,495 

College  sustainability  fund 

1,237,461 

1,237,461 

Support  Staff  Association  professional  development  fund 

41,540 

- 

Net  assets  internally  restricted 

$ 1,691,987 

$ 1,614,956 

Related  Party  Transactions 

The  College  is  a Provincial  Corporation  as  all  the  members  of  the  Board  of  Governors  are 
appointed  through  the  Post-Secondary  Learning  Act  by  a combination  of  orders  by  the 
Lieutenant  Governor  in  Council  and  the  Minister  of  Advanced  Education  and  Technology. 
Transactions  between  the  College  and  the  Province  are  disclosed  as  follows  in  the 
Consolidated  Statement  of  Revenue  and  Expense  or  as  part  of  the  deferred  contributions 
balance  on  the  Consolidated  Statement  of  Financial  Position: 
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Mote  13  Related  Party  Transactions  (continued) 


Fiscal  2006/2007 

Grants, 
Province  of 

Alberta 

Research 

Grants 

Deferred 

Contributions 
for  Operating 
Purposes 

Deferred 

Contributions 
for  Capital 
Purposes 

Operations  grant 

$ 32,962,586 

$ 

$ 

$ 

Conditional  performance 

196,897 

- 

- 

- 

Access/Apprenticeship 

4,274,541 

- 

8,040,511 

- 

Infrastructure  renewal 

- 

- 

2,419,182 

- 

Expansion  Grant 

- 

- 

- 

11,902,749 

Other 

305,157 

9,395 

290,605 

- 

$ 37,739,181 

$ 9,395 

$ 10,750,298 

$ 11,902,749 

Deferred  Deferred 


Contributions 

Contributions 

Grants,  Province 

Research 

for  Operating 

for  Capital 

Fiscal  2005/2006 

of  Alberta 

Grants 

Purposes 

Purposes 

Operations  grant 

$ 28,774,138 

$ 

$ 

$ 

Conditional  performance 

189,105 

- 

- 

- 

Access/Apprenticeship 

2,996,556 

- 

3,717,894 

- 

Inff  astmcture  renewal 

- 

- 

2,011,458 

- 

Expansion  Grant 

- 

- 

- 

16,721,502 

Other 

259,466 

75,000 

63,018 

111,500 

$ 32,219,265 

$ 75,000 

$ 5,792,370 

$ 16,833,002 

During  the  year,  the  College  conducted  business  transactions  with  other  public  colleges, 
universities  and  provincial  government  departments  and  agencies.  These  transactions  were 
entered  into  on  the  same  business  terms  as  with  non-related  parties  and  are  recorded  at 
their  fair  values. 
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Note  13 


Related  Party  Transactions  (continued) 


Note  14 


Note  15 


2007 

2006 

Amounts  Paid  or  Payable: 

Alberta  Health  and  Wellness 

$381,992 

$365,510 

Northern  Alberta  Institute  of  Technology 

177,276 

202,911 

Southern  Alberta  Institute  of  Technology 

96,687 

139,000 

Amounts  Received  or  Receivable: 

University  of  Alberta 

$421,621 

$342,151 

University  of  Calgary 

354,174 

397,804 

Tuition  and  Related  Fees: 

2007 

2006 

Budget 

Actual 

Budget 

Actual 

Credit  $ 

11,171,000  $ 

10,809,200 

$ 

11,815,000  $ 

11,310,933 

Apprenticeship 

1,690,000 

1,986,494 

1,290,000 

1,585,393 

Credit  free 

2,997,000 

3,356,831 

2,851,000 

2,863,198 

Total  tuition  and 

related  fees  $ 

15,858,000  $ 

16,152,525 

$ 

15,956,000  $ 

15,759,524 

Ancillary  Services 

Ancillary  services  operations  are  as  follows: 

Direct 

2007 

2006 

Revenue 

Expense 

Net 

Net 

Bookstore  $ 

3,775,837  $ 

3,378,780 

$ 

397,057  $ 

396,551 

Student  residences 

2,477,598 

1,835,767 

641,831 

558,593 

Child  care  centres 

601,035 

599,298 

1,737 

(30,285) 

Parking 

619,251 

433,083 

186,168 

216,768 

$ 

7,473,721  $ 

6,246,928 

$ 

1,226,793  $ 

1,141,627 
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Note  16  Investment  Income 


2007 

2006 

Investment  earnings  in  the  year 

$ 1,793,258 

$ 988,409 

Amount  earned  on  deferred  capital  funds  (Note  7) 

(507,707) 

- 

Amount  earned  on  deferred  funds  (Note  6) 

(239,402) 

(251,799) 

Investment  earnings  on  endowments 

(77,081) 

(82,744) 

Investment  earnings  - unrestricted 

$ 969,068 

$ 653,866 
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'^ote  17 


Salaries  and  Benefits 


The  salary  and  benefits  disclosure  is  provided  pursuant  to  a Treasury  Board  Directive 
12/98  as  amended  and  includes  only  the  salary  and  benefits  of  those  individuals  in  the 
senior  decision  making  group  of  the  College. 


2007  2006 


Other  Non 

Other  Cash 

Cash 

Base  Salary 

Benefits 

Benefits 

(1) 

(2) 

(3)(4) 

Total 

Total 

Chairman  of  the  Board 

$ 

$ 

$ 

- 

$ 

$ 3,000 

Board  members  (a) 

- 

17,333 

- 

17,333 

16,431 

President 

167,882 

- 

70,720 

238,602 

225,097 

Executive  Vice  President 

Academic 

135,995 

- 

23,794 

159,789 

155,355 

Vice  President  College 

Services 

138,744 

- 

26,134 

164,878 

157,192 

Associate  Vice  President  of 

Community  Relations 

129,756 

3,893 

29,779 

163,428 

154,982 

Associate  Vice  President  of 

Human  Resources  and 
Leadership  Development 

125,899 

. 

25,403 

151,302 

133,131 

Associate  Vice  President  of 

Student  Services  and 
International  (b) 

28,491 

13,397 

10,064 

51,952 

132,355 

Associate  Vice  President  of 

Strategic  Planning  and 
Research 

125,899 

21,574 

147,473 

136,510 

$ 852,666 

$ 34,623 

$ 

207,468 

$ 1,094,757 

$ 1,114,053 

(a)  Number  of  members  on  the  Board  of  Governors  2007  & 2006  (10). 

(b)  This  position  was  vacant  for  a period  of  9 months  in  2007. 

(1)  Salary  includes  pensionable  base  pay. 

(2)  Other  cash  benefits  include  bonuses,  overtime,  lump  sum  payments  and  honoraria. 
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Note  17  Salaries  and  Benefits  (continued) 


(3)  Employers  share  of  all  employee  benefits  and  contributions  or  payments  made  on 
behalf  of  employees  including  Local  Authorities  Pension,  Teachers’  Retirement 
Fund,  Canada  Pension  Plan,  employment  insurance,  workers’  compensation,  health 
care,  dental  coverage,  extended  health  care,  group  life  and  accidental  death  and 
dismemberment  insurance,  professional  memberships  and  tuitions.  Other  non-cash 
benefits  figure  also  includes  the  employer’s  share  of  the  cost  of  additional  benefits 
including  travel  allowances,  car  allowances,  club  memberships,  Red  Deer  College 
Supplementary  Employees  Retirement  Plan  and  future  sabbatical  costs  vested  with 
the  employee. 

(4)  The  President,  Executive  Vice  President  of  Academic,  Vice  President  of  College 
Services,  Associate  Vice  President  of  Community  Relations,  Associate  Vice 
President  of  Human  Resources  and  Leadership  Development,  and  the  Associate 
Vice  President  of  Strategic  Planning  and  Research  belong  to  the  Red  Deer  College 
Supplementary  Employees  Pension  Plan. 

Effective  June  30,  2004  the  College  implemented  the  Red  Deer  College 
Supplementary  Employees  Retirement  Plan  (SERP)  for  certain  specified  employees 
of  the  College.  The  plan  is  a non-registered  unfunded  pension  plan  that  supplements 
the  benefits  received  under  the  registered  Local  Authorities  Pension  Plan  in  Alberta. 
Benefit  costs  as  detailed  below  are  not  cash  payments  in  the  period  but  are  the 
period  expense  for  the  rights  to  future  compensation.  Costs  shown  below  reflect  the 
total  estimated  cost  to  provide  annual  pension  income  over  £in  actuarially  determined 
post  employment  period.  SERP  provides  future  pension  benefits  based  on  years  of 
service  and  earnings.  The  cost  of  these  benefits  is  actuarially  determined  using  the 
projected  benefit  method  pro-rated  on  services,  a market  interest,  and  management’s 
best  estimate  of  expected  costs  and  the  period  of  benefit  coverage.  Net  actuarial 
gains  and  losses  of  the  benefit  obligations  are  amortized  over  the  average  remaining 
service  life  of  the  employee  group.  Current  service  cost  is  the  actuarial  present 
value  of  the  benefits  earned  in  the  fiscal  year.  Prior  service  and  other  costs  include 
amortization  of  past  service  costs  on  plan  initiation,  amortization  of  actuarial  gains 
and  losses,  and  interest  accruing  on  the  actuarial  liability. 
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Note  17  Salaries  and  Benefits  (continued) 


Supplementary  Employees  Retirement  Plan 


2007  2006 

Service  Cost  Service  Cost 


President 

$ 21,000 

$ 

15,600 

Executive  Vice  President  Academic 

4,500 

6,400 

Vice  President  College  Services 

8,800 

8,100 

Associate  Vice  President  of 

Community  Relations 

6,400 

5,600 

Associate  Vice  President  of  Human 
Resources  and  Leadership  Development 

7,200 

3,000 

Associate  Vice  President  of  Student 

Services  and  International 

4,900 

- 

Associate  Vice  President  of  Strategic 
Planning  Research 

4,400 

5,200 

Other  employees  participating  in  SERP 

4,300 

3,300 

$ 61,500 

$ 

47,200 
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Note  17  Salaries  and  Benefits  (continued) 


The  accrued  obligation  for  each  employee  under  the  SERF  is  outlined  in  the  following  table: 


Accrued 
obligation 
June  30,  2006 

Changes  in 
accrued 
obligation 

Accrued 
Obligation 
June  30, 2007 

President  $ 

159,000 

$ 36,300 

$ 195,300 

Executive  Vice  President  Academic 

8,700 

4,900 

13,600 

Vice  President  College  Services 

123,500 

(7,200) 

116,300 

Associate  Vice  President  of 

Community  Relations 

23,300 

700 

24,000 

Associate  Vice  President  of  Human 

Resources  and  Leadership  Development 

16,200 

200 

16,400 

Associate  Vice  President  of  Student  Servcies 

and  International 

11,900 

(11,900) 

" 

Associate  Vice  President  of  Strategic  Planning 
Research 

61,500 

(5,400) 

56,100 

Other  Employees  Participating  in  SERP 

64,100 

(8,700) 

55,400 

$ 

468,200 

$ 8,900 

$ 477,100 
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fote  18  Long-term  Employee  Benefit  Liabilities 


a)  Supplemental  Employee  Retirement  Plan 


2007  2006 


Accrued  obligation,  beginning  of  year 

$ 

468,200  $ 

347,400 

Current  service  cost 

61,500 

47,200 

Interest  cost 

27,400 

20,400 

Employer  payments 

(1,846) 

- 

Accrued  obligation,  end  of  year 

$ 

555,254  $ 

415,000 

Accrued  obligation 

555,254 

415,000 

Unrecognized  actuarial  (gain)/loss 

(78,154) 

53,200 

Unamortized  obligation 

(51,546) 

(143,500) 

Reported  liability 

$ 

425,554  $ 

324,700 

Current  service  cost 

61,500 

47,200 

Merest  cost 

27,400 

20,400 

Actuarial  loss  amortization 

13,800 

9,300 

Total  SERP  expense 

$ 

102,700  $ 

76,900 

Assumptions  at  end  of  year 

Discount  rate 

5.50% 

5.50% 

Expected  average  remaming  service  life  of  employee 

7 

7 

Salary  escalation  rate 

4.00% 

4.00% 

The  Plan  was  approved  by  the  Minister  of  Advanced  Education  on  May  12,  2005. 
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Note  18  Long  Term  Benefit  Liabilities  (continued) 


b)  Pension  Expense 


2007 

2006 

Local  Authorities  Pension  Plan 

$ 2,449,498  $ 

2,284,870 

Supplemental  Employee  Retirement  Plan 

102,700 

76,900 

$ 2,552,198  $ 

2,361,770 

At  December  31,  2006,  the  Local  Authorities  Pension  Plan  reported  a deficit  of  $746,651,000 
(2006  - $863,558,000). 


Note  19  Changes  in  Non-Cash  Working  Capital 


2007  2006 


Accounts  receivable 

$ 

(814,733) 

$ 

87,775 

Inventories 

48,060 

(166,406) 

Prepaid  expenses 

(73,339) 

(168,503) 

Accounts  payable  and  accrued  liabilities 

3,351,027 

1,009,643 

Accrued  vacation  pay 

275,591 

170,419 

Unearned  revenue 

(340,819) 

510,100 

Deferred  contributions 

5,160,510 

4,549,950 

$ 

7,606,297 

$ 

5,992,978 
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'lote  20  Commitments  and  Subsequent  Events 


Facility  Contracts: 

The  College  entered  into  agreements  as  follows: 


Obligation  entered 
into  prior  to  June  30, 
2007 

Obligation  entered 
into  subsequent  to 
June  30,  2007 

Estimated 
remaining  cost  of 
project  /contract 

Building  Communities 
Through  Learning 

$ 

18,086,580 

- 

$ 76,800,000 

Residence  Towers 

432,305 

170,211 

1,497,200 

Cafeteria  Renovations 

and  Maintenance 

135,541 

375,541 

1,075,000 

Facilities  Maintenance 

3,456,612 

399,193 

4,339,805 

Information  Technology 

$ 

4,012,519 

$ 525,782 

$ 4,538,301 

The  College’s  operating  lease  obligations  at  June  30,  2007  are  $200,043  (annual  $98,169) 
expiring  June  2009  and  $245,195  (annual  $80,466)  expiring  June  2010. 

Utility  Commitments 

In  order  to  manage  its  exposure  to  volatility  in  the  electrical  and  gas  industry,  the  Board  of 
Governors  has  entered  into  the  following  contracts: 

Electrical:  A 5-year  contract,  beginning  September  21,  2006,  at  a fixed  rate  of  5.692  cents 
per  kilowatt-hour. 

Gas:  A contract  to  purchase  blocks  of  natural  gas  on  a periodic  basis  to  achieve  low  cost. 

Based  on  2007  consumption  the  annual  costs  for  electricity  and  gas  respectively  for  the 
year  ending  June  30,  2008  are  estimated  at  $1,008,324  and  $628,104  (2007  - $907,446 
and  $658,436). 


^ote  21  Budget 

The  budget  was  approved  by  the  Board  of  Governors  on  June  15,  2006  and  has  not  been 
audited. 
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Note  22  Comparative  Figures 

Certain  2006  figures  have  been  reclassified  to  conform  to  the  2007  presentation. 

Direct  fundraising  expenses  in  the  amount  of  $136,533  have  been  netted  against  the  gross 
fundraising  revenue  to  better  reflect  the  actual  dollars  raised  and  available  for  use  from  the 
respective  fundraising  activity.  The  reclassification  has  an  effect  on  the  consolidated 
statement  of  revenue  and  expense  by  lowering  the  2006  Donations  and  endowment 
interest  by  $136,533  and  to  lower  Supplies  and  services  by  $136,533.  There  is  no  change 
to  the  Statement  of  Net  Asset. 


Note  23  Approval  of  Financial  Statements 

These  consolidated  financial  statements  have  been  approved  by  the  Board  of  Governors. 
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The  Northern  Alberta  Institute  of  Technology 


Consolidated  Financial  Statements 
June  30,  2007 


Auditor’s  Report 

Consolidated  Statement  of  Financial  Position 

Consolidated  Statement  of  Operations  and  Changes  in  Net  Assets 

Consolidated  Statement  of  Cash  Flow 

Notes  to  the  Consolidated  Financial  Statements 


339 


AUDITOR 
GENERAL 
Alberta 


d GEI 

D 


[orI 

RAL  r 


Auditor’s  Report 


To  the  Board  of  Governors  of  The  Northern  Alberta  Institute  of  Technology 


I have  audited  the  consolidated  statement  of  financial  position  of  The  Northern  Alberta  Institute 
of  Technology  (the  Institute)  as  at  June  30,  2007  and  the  consolidated  statements  of  operations 
and  changes  in  net  assets  and  cash  flow  for  the  year  then  ended.  These  financial  statements  are 
the  responsibility  of  the  Institute’s  management.  My  responsibility  is  to  express  an  opinion  on 
these  financial  statements  based  on  my  audit. 

I conducted  my  audit  in  accordance  with  Canadian  generally  accepted  auditing  standards.  Those 
standards  require  that  I plan  and  perform  an  audit  to  obtain  reasonable  assurance  whether  the 
financial  statements  are  free  of  material  misstatement.  An  audit  includes  examining,  on  a test 
basis,  evidence  supporting  the  amounts  and  disclosures  in  the  financial  statements.  An  audit  also 
includes  assessing  the  accounting  principles  used  and  significant  estimates  made  by 
management,  as  well  as  evaluating  the  overall  financial  statement  presentation. 

In  my  opinion,  these  consolidated  financial  statements  present  fairly,  in  all  material  respects,  the 
financial  position  of  the  Institute  as  at  June  30,  2007  and  the  results  of  its  operations  and  its  cash 
flows  for  the  year  then  ended  in  accordance  with  Canadian  generally  accepted  accounting 
principles. 


Edmonton,  Alberta 
August  31,  2007 
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The  Northern  Alberta  institute  of  Technology 


Consolidated  Statement  of  Financial  Position 


As  at  June  30,  2007 

(in  thousands) 

2007  2006 


ASSETS 

Current: 

Cash  and  short-term  investments  (Note  3) 

$ 

16,384 

$ 

19,835 

Accounts  receivable  (Note  4) 

8,315 

7,489 

Contributions  and  pledges  receivable  (Note  5) 

3,184 

2,913 

Inventories  (Note  6) 

3,587 

3,928 

Prepaid  expenses 

1,278 

1,117 

32,748 

35,282 

Contributions  and  pledges  receivable  (Note  5) 

9,265 

6,496 

Long-term  investments  (Note  3) 

82,416 

68,455 

Capita!  assets  (Note  7) 

248,525 

221,933 

$ 

372,954 

$ 

332,166 

LIABILITIES  AND  NET  ASSETS 

Current: 

Accounts  payable  and  accrued  liabilities 

$ 

26,488 

$ 

27,358 

Accrued  vacation  pay 

14,257 

12,808 

Unearned  revenue 

11,105 

9,339 

Current  portion  of  long-term  leases  (Note  8) 

472 

547 

Deferred  contributions  (Note  9) 

16,225 

22,938 

68,547 

72,990 

Deferred  capital  contributions  (Note  1 0) 

10,070 

5,734 

Employee  benefit  liabilities  (Note  16) 

89 

- 

Long-term  leases  (Note  8) 

273 

670 

Unamortized  deferred  capital  contributions  (Note  11) 

150,704 

125,135 

229,683 

204,529 

Net  Assets: 

Unrestricted  net  assets 

25,180 

11,404 

Internally  restricted  (Note  1 2) 

7,984 

8,111 

Invested  in  capital  assets  (Note  7) 

97,076 

95,581 

Endowments  (Note  13) 

13,031 

12,541 

143,271 

127,637 

$ 

372,954 

$ 

332,166 

The  accompanying  notes  are  part  of  these  consolidated  financial  statements. 
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The  Northern  Alberta  Institute  of  Technology 


Consoiiclated  Statement  of  Operations  and  Changes  in  Net  Assets 


venue 
a rants 

Earned  revenue  programs 
'uition  and  other  fees 
Ancillary  services 
Amortization  of  deferred  capital 
contributions 

Sales,  rentals,  services  and  other 
nvestment  earnings  (Note  14) 
■undraising  and  donations 
aain  on  disposal  of  capital  assets 


pense  (Note  15) 

Salary  and  benefits  (Note  1 6) 
Supplies  and  services  (Note  17) 
Amortization  of  capital  assets 
Jtilities 

Scholarships,  bursaries  and  prizes 
■acilities  rentals 

.OSS  on  disposal  of  capital  assets 


cess  of  revenue  over  expense 

lease  of  internally  restricted  net  assets 
for  current  operating  activities 
it  endowment  contributions  (Note  13) 
lortization  of  assets  acquired  with 
unrestricted  net  assets 
ok  value  of  capital  assets  disposed 
rchases  of  capital  assets 
ipayment  of  long-term  lease 
ard  allocation  to  internally 
restricted  net  assets 

lange  in  net  asset  balance 

it  asset  balance,  beginning  of  year 
it  asset  balance,  end  of  year 


For  the  Year  Ended  June  30.  2007 

(in  thousands) 

2007 2006 


Internally 

Invested  in 

Unrestricted 

Restricted 

Capital  Assets 

Endowment 

Total 

Total 

(Note  12) 

$ 

147,978 

$ 

$ 

$ 

- 

$ 147,978 

$ 126,981 

38,277 

- 

- 

- 

38,277 

32,554 

34,060 

- 

- 

- 

34,060 

32,227 

20,148 

- 

- 

- 

20,148 

17,775 

8,902 

- 

. 

_ 

8,902 

8,544 

6,162 

- 

- 

- 

6,162 

5,440 

5,257 

- 

- 

- 

5,257 

4,732 

3,709 

. 

- 

- 

3,709 

3,930 

108 

- 

- 

- 

108 

- 

264,601 

. 

_ 

264,601 

232,183 

164,389 

164,389 

146,521 

56,757 

- 

- 

56,757 

49,636 

17,042 

- 

- 

17,042 

15,811 

8,221 

- 

- 

8,221 

8,635 

2,012 

- 

- 

2,012 

1,569 

1,036 

- 

- 

1,036 

561 

- 

- 

- 

- 

- 

232 

249,457 

. 

_ 

_ 

249,457 

222,965 

15,144 

- 

- 

- 

15,144 

9,218 

397 

(397) 

- 

- 

- 

- 

- 

- 

- 

490 

490 

528 

8,140 

- 

(8,140) 

- 

- 

- 

350 

- 

(350) 

- 

- 

■ 

(5,306) 

(4,207) 

9,513 

- 

■ 

- 

(472) 

- 

472 

- 

" 

- 

(4,477) 

4,477 

. 

. 

- 

- 

13,776 

(127) 

1,495 

490 

15,634 

9,746 

1 1 ,404 

8,111 

95,581 

12,541 

127,637 

117,891 

$ 

25,180 

$ 7,984 

$ 97,076 

$ 

13,031 

$ 143,271 

$ 127,637 

The  accompanying  notes  are  part  of  these  consolidated  financial  statements. 
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The  Northern  Alberta  Institute  of  Technology 

Consolidated  Statement  of  Cash  Flow 

For  the  Year  Ended  June  30,  2007 

(in  thousands) 


2007  2006 


Operating  Activities 

Excess  of  revenue  over  expense 

$ 15,144  $ 

9,218 

Non-cash  transactions: 

Amortization  of  capita!  assets 

17,042 

15,811 

(Gain)  Loss  on  disposal  of  capita!  assets 

(108) 

232 

Amortization  of  deferred  capital  contributions 

(8,902) 

(8,544) 

Increase  in  employee  benefit  liabilities 

89 

- 

Cash  generated  from  operations 

23,265 

16,717 

Changes  in  non-cash  working  capital  accounts  (Note  18) 

(5,285) 

26,878 

Cash  generated  from  operating  activities 

17,980 

43,595 

Investing  activities: 

Acquisition  of  capital  assets: 

Externally  funded 

(34,471) 

(26,947) 

Internally  funded 

(9,513) 

(18,532) 

(43,984) 

(45,479) 

Proceeds  from  disposal  of  capital  assets 

458 

129 

Purchase  of  long-term  investments  - net 

(13,961) 

(6,300) 

Cash  used  in  investing  activities 

(57,487) 

(51,650) 

Financing  activities 

Deferred  capital  contributions 

35,956 

26,167 

Long-term  leases  - net 

(472) 

(478) 

Endowment  contributions 

572 

611 

Cash  generated  from  financing  activities 

36,056 

26,300 

Change  in  cash  and  short-term  investments 

(3,451) 

18,245 

Cash  and  short-term  investments,  beginning  of  year 

19,835 

1,590 

Cash  and  short-term  investments,  end  of  year 

$ 16,384  $ 

19,835 

The  accompanying  notes  are  part  of  these  consolidated  financial  statements. 
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The  Northern  Alberta  Institute  of  Technology 
Notes  to  the  June  30.  2007  Consolidated  Financial  Statements 

(Financial  data  expressed  in  thousands  unless  otherwise  notech 


Note  1 Authority  and  Purpose 

The  Northern  Alberta  Institute  of  Technology  (NAIT)  is  a public,  board  governed  technical 
institute  operated  in  accordance  with  the  Post-secondary  Learning  Act,  Chapter  P-19.5, 
Statutes  of  Alberta,  2003.  NAIT  is  exempt  from  payment  of  income  tax  under  Section  149 
of  the  Income  Tax  Act. 

NAIT  serves  primarily  central  and  northwestern  Alberta,  offering  a variety  of  career 
programming  in  credit,  noncredit  and  apprenticeship  formats  with  opportunities  for  full  and 
part-time  delivery.  Certificate,  diploma  and  applied  degree  programs  are  offered  in  a range 
of  career  fields  including  business,  mechanical  and  manufacturing,  building  sciences, 
health  technologies,  media  and  information  technologies,  natural  resources  and 
environment,  hospitality  and  tourism,  electrical,  electronics  and  agricultural  programming 
related  to  land  utilization  and  the  care  and  training  of  animals. 

Note  2 Significant  Accounting  Policies  and  Reporting  Practices 

a)  Consolidation  and  use  of  Estimates 

These  consolidated  financial  statements  have  been  prepared  in  accordance  with 
Canadian  generally  accepted  accounting  principles  and  include  the  accounts  of 
NAIT,  the  Northern  Alberta  Institute  of  Technology  Foundation  and  the  Fairview 
College  Foundation. 

In  preparing  NAIT’s  consolidated  financial  statements,  management  is  required  to 
make  estimates  and  assumptions  that  affect  the  reported  amounts  of  assets  and 
liabilities,  the  disclosure  of  contingent  assets  and  liabilities  at  the  date  of  the 
consolidated  financial  statements  and  reported  amounts  of  revenues  and  expenses 
during  the  period.  Management  believes  its  estimates  to  be  appropriate;  however, 
actual  results  could  differ  from  these  estimates. 

b)  Revenue  Recognition 

Unrestricted  contributions  are  recognized  as  revenue  when  received  or  when 
receivable  if  the  amount  to  be  received  can  be  reasonably  estimated  and  collection 
is  reasonably  assured.  Unrestricted  investment  income,  which  includes  interest, 
dividends  and  realized  gains  and  losses,  is  recognized  as  revenue  is  earned. 
Pledges  that  can  be  reasonably  estimated  and  where  ultimate  collection  is 
reasonably  assured  are  recorded  as  an  asset,  with  the  corresponding  amount  being 
recorded  as  fundraising  and  donations  revenue,  deferred  contributions,  deferred 
capital  contributions  or  endowment  as  applicable. 

Revenues  received  for  the  provision  of  goods  or  services  are  recognized  in  the 
period  in  which  the  goods  are  provided  or  the  services  rendered  or  substantially 
rendered.  Tuition  fees  are  recognized  as  revenue  when  the  related  instruction  is 
delivered. 

Restricted  contributions  are  recognized  as  revenue  in  accordance  with  the  deferral 
method,  as  summarized  below: 

• Contributions,  including  investment  income,  restricted  for  purposes  other  than 
endowment  or  the  acquisition  of  capital  assets  are  deferred  and  recognized  as 
revenue  in  the  year  in  which  the  conditions  of  the  contribution  are  met. 
Contributions  restricted  to  the  acquisition  of  capital  assets  having  limited  life  are 
initially  recorded  as  deferred  capital  contributions  in  the  period  in  which  they  are 
received  or  receivable,  and  when  expended  are  transferred  to  unamortized 
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(Financial  data  expressed  in  thousands  unless  otherwise  noted) 

deferred  capita!  contributions  and  amortized  to  revenue  over  the  useful  lives  of 

the  related  assets. 

• Endowment  contributions  are  recognized  as  direct  increases  in  net  assets. 

• Contributions  restricted  to  the  acquisition  of  non-consumable  capital  assets  are 
initially  recorded  as  deferred  capital  contributions  in  the  period  in  which  they  are 
received  and,  when  expended,  are  recognized  as  direct  increases  in  net  assets. 

c)  Inventories 

Inventories  of  merchandise  for  resale  are  valued  at  the  lower  of  average  cost  and 
net  realizable  value. 

d)  Financial  Instruments 

The  fair  values  of  NAIT’s  accounts  receivable,  contribution  and  pledges  receivable, 
accounts  payable  and  accrued  liabilities,  and  accrued  vacation  pay  approximate 
their  carrying  values  due  to  the  relatively  short  periods  to  maturity  of  the  instruments. 

Financial  instruments  of  NAIT  are  exposed  to  credit  risk,  interest  rate  risk,  foreign 
exchange  risk  and  market  risks.  NAIT’s  accounts,  contributions  and  pledges 
receivables  are  due  from  a diverse  group  of  customers  and  are  subject  to  normal 
credit  risk.  The  interest  rate  risk  is  the  risk  to  NAIT’s  earnings  that  arises  from  the 
fluctuations  in  interest  rates  and  the  degree  of  volatility  of  these  rates.  The  foreign 
exchange  risk  is  the  risk  of  the  rising  costs  related  to  purchase  transactions  in  United 
States  Currency  and  the  reduction  of  amount  collected  for  receivables  which  are  due 
in  United  States  Currency.  The  market  risk  is  the  risk  to  NAIT’s  earnings  that  arises 
from  the  fluctuation  and  the  degree  of  volatility  in  the  market  value  of  long-term 
investments.  Each  of  these  risks  is  limited  through  NAlT’s  collection  procedures, 
investment  guidelines  and  other  internal  policies,  guidelines  and  procedures. 

The  Canadian  Institute  of  Chartered  Accountants  (CICA)  has  issued  new  accounting 
standards  for  Financial  Instruments.  These  standards  are  effective  for  NAIT 
beginning  July  1,  2007.  The  principal  impacts  of  the  standards  are  as  follows: 


Financial  assets  can  be  classified  as  available  for  sale,  held  to  maturity,  trading 
or  loans  and  receivables.  Financial  liabilities  can  be  classified  as  trading  or  other. 
Al!  NAIT  financial  assets  and  liabilities  will  be  recorded  on  the  consolidated 
statement  of  financial  position  at  fair  value.  All  financial  investments  will  be 
classified  as  available  for  sale  and  will  be  accounted  for  at  fair  value  with 
unrealized  gains  and  losses  reported  as  an  adjustment  to  unrestricted  net  assets. 

The  opening  change  on  adopting  this  new  basis  of  accounting  on  July  1,  2007 
will  be  an  increase  in  the  net  assets  of  NAIT  by  $9,658. 


e)  Capital  Assets 

Capital  assets  are  amortized  on  a straight-line  basis  over  the  following  average 
useful  lives: 


Buildings  and  renovations 
Site  improvements 
Leasehold  improvements 
Furnishings,  equipment  and  vehicles 
Software 


40  years 
1 0 years 


Lease  term 
2 to  1 0 years 
2 to  5 years 
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(Financial  data  expressed  in  thousands  unless  otherwise  noted) 

Library  holdings  10  years 

f)  Ennployee  Future  benefits 

NAIT  and  its  eligible  employees  participate  in  the  Local  Authorities  and  Management 
Employees  pension  plans.  These  plans  are  multi-employer  defined  benefit  pension 
plans,  administered  by  the  Alberta  Pensions  Administration  Corporation,  and  provide 
pensions  for  NAIT’s  employees  based  on  years  of  service  and  earnings. 

Pension  costs  included  in  these  consolidated  financial  statements  comprise  the 
amount  of  employer  contributions  required  for  its  employees  during  the  year,  based 
on  rates  which  are  expected  to  provide  for  benefits  payable  under  the  respective 
pension  plan.  NAIT’s  portion  of  the  pension  plans’  deficit  or  surplus  is  not  recorded 
by  NAIT. 

NAIT  maintains  a supplemental  retirement  plan  for  executive  of  NAIT.  The  cost  of 
this  plan  is  actuarially  determined  using  the  projected  benefit  method  pro-rated  on 
services,  a market  interest  rate,  and  management’s  best  estimate  of  expected  costs 
and  the  period  of  benefit  coverage. 

g)  Asset  Retirement  Obligations 

Asset  retirement  obligations  are  recorded  when  incurred.  The  associated  retirement 
costs  are  capitalized  as  part  of  the  carrying  amount  of  the  assets,  and  amortized 
over  the  useful  life  of  the  related  asset. 


Cash,  Short-term  Investments  and  Long-term  Investments 

Cash,  short-term  investments  and  long-term  investments  are  recorded  at  cost  or  amortized 
cost,  less  provision  for  decline  in  market  value  that  Is  other  than  temporary.  Market  value 
is  based  upon  the  quoted  market  price  of  the  securities.  Gains  or  losses  are  recognized  as 
investment  income  in  the  year  of  sale. 

NAIT’s  investment  policy  is  dedicated  to  optimizing  the  return  on  investment  while  ensuring 
that  the  assets  of  NAIT  are  at  all  times  prudently  invested  while  minimizing  the  potential  for 
loss  of  capital. 

Specific  guidelines  have  been  established  with  respect  to  asset  mix,  diversification, 
security,  and  performance  measurement  as  well  as  quality,  liquidity  and  term  constraints. 
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a)  Cash  and  Short-term  Investments 

In  addition  to  cash  on  hand  and  on  deposit,  cash  and  short-term  investments, 
consisting  of  Banker’s  Acceptances  and  Government  of  Canada  Treasury  Bills,  all 
mature  within  one  year  and  bear  interest  at  a weighted  average  of  4.43%  (2006: 
4.33%).  The  effective  yield  of  4.43%  (2006:  4.33%)  represents  the  rate  which 
discounts  future  cash  receipts  to  the  carrying  value  at  June  30,  2007.  Carrying 
value  of  these  securities  approximates  market  value. 

NAIT  manages  an  additional  $9,913  (2006:  $7,537)  of  short-term  investments  as 
Funds  Held  on  Behalf  of  Others  (Note  21),  which  are  not  included  in  the 
consolidated  financial  statements. 

NAIT’s  investment  guidelines  restrict  holdings  of  short-term  investments  to  high 
quality,  liquid  securities  where  the  rate  of  return  performance  standard  is  the  return 
on  91 -day  Canadian  Treasury  Bills. 

b)  Long-term  Investments 


2007 

2006 

Recorded 

Market 

Recorded 

Market 

Value 

Value 

Value 

Value 

Government  of  Canada  bonds 

$ 

25,339 

$ 25,161 

$ 

20,363 

$ 20,088 

Government  of  Canada  coupon  bonds 

1,584 

1,524 

1,440 

1,374 

Provincial  bonds 

10,423 

10,470 

6,737 

6,839 

Provincial  coupon  bonds 

324 

323 

316 

310 

Corporate  bonds 

10,550 

10,499 

10,889 

10,796 

Canadian  equities 

17,745 

23,620 

14,674 

17,849 

Foreign  equities 

16,363 

20,368 

13,927 

15,268 

Other 

88 

109 

109 

125 

$ 

82,416 

$ 92,074 

$ 

68,455 

$ 72,649 
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fFinancial  data  expressed  in  thousands  unless  otherwise  noted) 

2007 

2006 

Government  of  Canada  Bonds 

Weighted  average  years  to  maturity 
Weighted  average  interest  rate 

Effective  yield  based  on  purchase  price 

5.6  years 
4.43% 
4.13% 

5.1  years 
4.29% 
3.74% 

Government  of  Canada  Coupon  Bonds 
Weighted  average  years  to  maturity 
Weighted  average  interest  rate 

Effective  yield  based  on  purchase  price 

8.4  years 
4.12% 
4.12% 

9.4  years 
4.12% 
4.12% 

Provincial  Bonds 

Weighted  average  years  to  maturity 
Weighted  average  interest  rate 

Effective  yield  based  on  purchase  price 

1 1 .4  years 
5.22% 
4.31% 

9.1  years 
4.78% 
3.99% 

Provincial  Coupon  Bonds 

Weighted  average  years  to  maturity 
Weighted  average  interest  rate 

Effective  yield  based  on  purchase  price 

0.2  years 
3.82% 
3.82% 

1 .2  years 
3.12% 
3.12% 

Corporate  Bonds 

Weighted  average  years  to  maturity 
Weighted  average  interest  rate 

Effective  yield  based  on  purchase  price 

3.8  years 
5.26% 
4.51% 

4.2  years 
5.16% 
4.31% 

Term  to  maturity  of  bonds  is  based  upon  the  contractual  maturity  of  the  security.  Effective 
yields  represent  the  rate  that  discounts  future  cash  receipts  to  the  purchase  price. 

In  accordance  with  NAIT’s  investment  guidelines,  risk  on  long-term  investment  is  managed 
by: 

• Requiring  that  all  bonds  be  rated  “A”  or  better  by  the  Dominion  Bond  Rating 
Service  or  an  equivalent  recognized  rating  agency; 

• Holding  a diversified  selection  of  equities  with  a minimum  of  twenty  securities  and 
limiting  exposure  in  any  one  security  or  issuer  to  10%  of  the  equity  portfolio. 

• Limiting  investment  in  foreign  equities  to  a maximum  of  50%  of  the  market  value  of 
the  total  equity  portfolio  with  no  funds  invested  in  emerging  markets. 


Accounts  Receivable 


Canadian  accounts  receivable 
Foreign  accounts  receivable 
Accrued  interest  on  investment 


2007  2006 


$ 

7,108 

$ 

6,494 

630 

544 

577 

451 

$ 

8,315 

$ 

7,489 
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Contributions  and  Pledges  Receivable 


2007  2006 


NAIT  Centre  for  Apprenticeship  Technologies 

$ 

4,828 

$ 

2,395 

General  student  awards 

2,675 

2,512 

Centre  for  Piping  Systems  Technology 

2,300 

2,650 

Manufacturing  Centre 

1,550 

- 

Operating  Grants 

467 

333 

Centre  for  Culinary  Arts 

305 

678 

Aboriginal  Centre  and  Mobile  Units 

152 

304 

Hands-on  Learning  Endowments 

56 

67 

Centre  for  Chemical  Studies 

40 

67 

Student  Awards  Endowments 

34 

101 

Centre  for  Information  and  Communications  Technology 

20 

210 

Program  designated  Endowments 

20 

15 

Other  projects 

2 

77 

$ 

12,449 

$ 

9,409 

Presented  as: 

Current  contributions  and  pledges 

$ 

3,184 

$ 

2,913 

Non-current  contributions  and  pledges 

9,265 

6,496 

$ 

12,449 

$ 

9,409 

In  addition  to  the  above  contributions  and  pledges  receivable,  NAIT  has  received  commitments  from 
a number  of  donors  for  $920  (2006:  $7,647)  cash  contributions  and  $1,232  (2006:  $3,000)  gifts  in 
kind  that  will  be  received  over  the  next  several  years.  These  additional  contributions  and  pledges  will 
be  recorded  when  collection  is  reasonably  assured. 


Inventories 


2007  2006 


Bookstore  and  Tech  Store 

$ 

2,404 

$ 

2,711 

Resources  and  Environmental  Management 

466 

470 

General  stores 

352 

405 

Farm  operations 

239 

267 

Maintenance 

41 

40 

Other 

85 

35 

$ 

3,587 

$ 

3,928 
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Note  7 Capital  Assets 


Summary  of  Cost  and  Net  Book  Value 

2007 

2008 

Cost  or 
Appraised 

Accumulated 

Net  Book 

Net  Book 

Value 

Amortization 

Value 

Value 

Land 

$ 34,264 

$ 

$ 34,264 

$ 34,264 

Buildings,  leasehold  and 
site  improvements 

252,800 

126,542 

126,258 

117,072 

Furnishings,  equipment 
and  vehicles 

106,689 

75,468 

31,221 

28,776 

Software 

9,165 

7,517 

1,648 

1,429 

Leased  equipment 

2,369 

1,234 

1,135 

1,474 

Library 

3,980 

2,418 

1,562 

1,340 

Intangibles 

30 

- 

30 

4 

Projects  in  progress 

52,407 

- 

52,407 

37,574 

$ 461,704 

$ 213,179 

$ 248,525 

$ 221,933 

b)  Net  Book  Value  of  Capital  Assets  are  comprised  as  follows: 


2007  2006 


Externally  funded  (unamortized  deferred 

capital  contributions  - Note  1 1 ) 

$ 150,704 

$ 125,135 

Internally  funded  (invested  in  capital  assets) 

97,076 

95,581 

Long-term  leases  (Note  8) 

745 

1,217 

$ 248,525 

$ 221,933 

c)  Capital  Acquisitions 

Capital  acquisitions  during  the  year  included  certain  donations  in  kind  with  a fair  value 
of  $7,199  (2006:  $2,239). 

d)  Purchase  Option 

As  part  of  the  transfer  of  certain  capital  assets  by  the  Province  in  1 978,  the  Province 
retained  an  option  to  repurchase  all  or  any  part  of  the  transferred  land  and  buildings  for 
the  nominal  amount  of  $1  per  purchase.  The  recorded  net  book  value  of  the  capital 
assets  transferred  is  $1,285  (2006:  $1,369). 
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Note  8 Long-term  Leases 

The  following  is  a schedule  of  future  minimum  payments  as  of  June  30,  2007  under  capital 
leases: 


2008  $ 472 

2009  283 

2010  92 


Total  minimum  lease  payments 

847 

Less:  long-term  lease  premium 

(102) 

$ 

745 

Balance  comprised  of: 

Current  portion  of  long-term  leases 

$ 

472 

Long-term  leases 

273 

$ 

745 
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Note  9 Deferred  Contributions 

Deferred  contributions  represent  unspent  funds  externally  restricted  for  non-capital  purposes. 


2007  2006 


Contributions: 

Grants  - Alberta  Government 

$ 

15,441 

$ 

27,679 

Grants  - Other  Government 

419 

326 

Fundraising  and  donations 

3,629 

5,051 

Earned  revenue  programs 

396 

384 

Investment  earnings 

768 

683 

20,653 

34,123 

Transferred  to: 

Grants  - Alberta  Government 

(23,165) 

(13,993) 

Grants  - Other  Government 

(403) 

(326) 

Fundraising  and  donations 

(2,733) 

(2,149) 

Earned  revenue  programs 

(398) 

(323) 

Investment  earnings  (Note  14) 

(653) 

(580) 

Endowments  (Note  13) 

(14) 

^ 

(27,366) 

(17,376) 

Change  in  deferred  contributions 

(6,713) 

16,747 

Deferred  contributions,  beginning  of  year 

22,938 

6,191 

Deferred  contributions,  end  of  year 

$ 

16,225 

$ 

22,938 

The  balance  consists  of  funds  restricted  for: 

Scholarships  and  bursaries 

$ 

5,584 

$ 

4,925 

Enrolment  Planning  Envelope  funding 

5,148 

14,321 

Infrastructure  Maintenance  Program 

3,472 

1,587 

Other 

1,119 

802 

Aboriginal  Success  Initative 

396 

513 

Prototype  Applied  Research  Projects 

137 

- 

Student  Athletics 

133 

126 

Alberta  Innovation  and  Science 

132 

254 

Project  sponsorships 

49 

82 

Supernet 

32 

152 

Fuel  Cell  Applied  Research  Project 

15 

23 

Alberta-North 

8 

- 

Alberta  Health  & Wellness  initiatives 

- 

153 

$ 

16,225 

$ 

22,938 
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Note  1 0 Deferred  Capital  Contributions 

Deferred  capital  contributions  represent  unspent  funds  externally  restricted  for  capital 
purposes. 

2007  2006 


Contributions: 

Grants  - Alberta  Government 
Grants  - Other  Government 
Fundraising  and  donations 


$ 24,499  $ 19,810 

(6)  2,504 

14,314  7,570 


38,807  29,884 


Transferred  to  unamortized  deferred  capital 
contributions  (Note  11) 

Change  in  deferred  capital  contributions 


(34,471)  (26,947) 

4,336  2,937 


Deferred  capital  contributions 

beginning  of  year  5,734  2,797 

Deferred  capital  contributions,  end  of  year  $ 10,070  _$ 5,734 


The  balance  consists  of  funds  restricted  for: 

Apprenticeship  program  equipment  and  expansion  $ 5,217  $ 343 

Centre  for  Piping  Systems  Technology  2,509  2,490 

Manufacturing  Centre  1 ,066  1 ,795 

Lecture  Theatre  928 

Other  capital  328  373 

Alberta-North  22 

Centre  for  Power  Engineering  Technology  - 483 

Alberta  Health  & Wellness  initiatives  - 171 

Fairview  ice  rink  roof  - 55 

Fuel  Cell  Applied  Research  Project  - 24 


$ 10,070  $ 5,734 
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Note  11  Unamortized  Deferred  Capital  Contributions 


Unamortized  deferred  capital  contributions  represent  the  external  funding  of  capital  assets 
which  will  be  recognized  as  revenue  in  future  periods.  Changes  in  the  unamortized  deferred 
capital  contributions  are  as  follows; 


Balance,  beginning  of  year 
Add: 

Amount  transferred  from  deferred  capital  contributions  (Note  10) 
Less: 

Amortization  of  deferred  capital  contributions 
Balance,  end  of  year 


2007 

2006 

$ 

125,135 

$ 

106,732 

34,471 

26,947 

(8,902) 

(8,544) 

$ 

150,704 

$ 

125,135 

Note  12  Internally  Restricted  Net  Assets 

Internally  restricted  net  assets  represent  those  commitments  for  which  the  Board  has  appropriated 
funds  from  the  unrestricted  net  assets.  These  appropriations  do  not  have  interest  earnings  allocated 
to  them.  Internally  restricted  net  assets  are  summarized  as  follows: 


Appropriation  for  capital  activities: 

Capital  renewal 

Information  systems  renewal 

NAIT  Centre  for  Apprenticeship  Technologies 
Residence  renewal 

Revenue  sharing 

Balance  at 
beginning 
of  year 

Appropriations 

from 

unrestricted 
net  assets 

Disbursements 
during 
the  year 

Balance  at 
end 
of  year 

$ 2,435 

2,076 
2,367 
133 

$ 17 

8 

1,495 

(133) 

100 

$ 62 
628 
3,417 

100 

$ 2,390 

1,456 
445 

7,011 

1,487 

4,207 

4,291 

Appropriation  for  operating  activities: 

Baccalaureate  degrees 

- 

1,650 

- 

1,650 

Revenue  sharing 

418 

900 

130 

1,188 

Innovation  funding 

419 

236 

133 

522 

Coursepack  royalties 

230 

112 

16 

326 

Scholarship  and  program  specific 

13 

- 

6 

7 

Enrolment  and  other  initiatives 

12 

(9) 

3 

- 

Information  systems  renewal 

8 

(8) 

- 

- 

NAIT  Centre  for  Apprenticeship  Technologies 

- 

109 

109 

- 

1,100 

2,990 

397 

3,693 

$ 8,111  $ 

4,477  $ 

4,604  $ 

7,984 
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Endowments 


Endowments  consist  of  restricted  donations  to  NAIT,  the  principal  of  which  is  required  to  be 
maintained  intact  in  perpetuity  as  well  as  any  internal  allocations  by  the  Board.  The  investment 
income  generated  from  endowments  must  be  used  in  accordance  with  the  various  purposes 
established  by  the  donors  or  the  Board. 


2007 

2006 

Fundraising  and  donations 

$ 

476 

$ 

523 

T ransferred  from  deferred  contributions  (Note  9) 

14 

5 

Change  in  Endowments 

490 

528 

Endowments,  beginning  of  year 

12,541 

12,013 

Endowments,  end  of  year 

$ 

13,031 

$ 

12,541 

The  balance  consists  of: 

Scholarships  and  bursaries 

$ 

9,337 

$ 

8,855 

General 

3,289 

3,286 

Staff  Development 

405 

400 

$ 

13,031 

$ 

12,541 

Investment  Earnings 


Investment  earnings  from  unrestricted  sources 
Investment  earnings  from  restricted  sources  (Note  9) 


2007 

2006 

$ 

4,604 

653 

$ 

4,152 

580 

$ 

5,257 

$ 

4,732 
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Note  15  Segmented  Financial  Information 

The  following  provides  information  on  NAIT’s  operating  segments,  leading  to  the  calculation 
of  the  tuition  revenue  and  net  program  cost  per  full  load  equivalent  student  for  the  Certificate, 
Diploma  and  Applied  Degree  programs,  and  the  Apprenticeship  Training  programs: 


a)  Full-load  equivalent  students  (FLE) 

2006/07 

2005/06  (Restated  - see  Note  iv) 


Certificate, 

Diploma  and 

Applied  Apprenticeship 

Degree  Training 

Note  Programs Programs 

(i) 

8,978  3,296 

8,854  2,767 


Other 

Programs 

and 

Services 


Total 


12,274 

11,621 


b)  Tuition  and  earned  revenue  (ii) 

2006/07 


T uition  and  other  fees 

$ 

23,014 

$ 

8,267 

$ 

2,779 

$ 

34,060 

Earned  revenue  programs 

7,014 

- 

31,263 

38,277 

$ 

30,028 

$ 

8,267 

$ 

34,042 

$ 

72,337 

2005/06  (Restated  - see  Note  iv) 

T uition  and  other  fees 

$ 

22,862 

$ 

6,749 

$ 

2,616 

$ 

32,227 

Earned  revenue  programs 

6,691 

- 

25,863 

32,554 

$ 

29,553 

$ 

6,749 

$ 

28,479 

$ 

64,781 

Net  program  cost 

2006/07 

(iii) 

Expenses  per  financial  statements 

$ 

124,033 

$ 

63,621 

$ 

61,803 

$ 

249,457 

Less  cost  recoveries 

C97_2I 

(220) 

- 

(1,192) 

$ 

123,061 

$ 

63,401 

$ 

61,803 

$ 

248,265 

2005/06  (Restated  - see  Note  iv) 

Expenses  per  financial  statements 

$ 

117,383 

$ 

50,810 

$ 

54,772 

$ 

222,965 

Less  cost  recoveries 

17101 

(179) 

- 

(889) 

$ 

116,673 

$ 

50,631 

$ 

54,772 

$ 

222,076 

Tuition  revenue  per  FLE  (in  dollars) 

2006/07 

$ 

3,345 

$ 

2,508 

2005/06  (Restated  - see  Note  iv) 

$ 

3,338 

$ 

2,439 

Net  program  cost  per  FLE  (in  dollars) 

2006/07 

$ 

13,707 

$ 

19,236 

2005/06  (Restated  - see  Note  iv) 

$ 

13,177 

$ 

18,298 
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Note  (i)  “ Full-Load  Equivalent  Students  (FLE) 

As  defined  by  Alberta  Advanced  Education  and  Technology,  one  full-load  equivalent  student 
reflects  one  student  completing  the  full  load  for  one  year  of  study  in  a program,  or  several 
students  combining  to  complete  the  equivalent  of  a normal  full  load. 

Note  (ii)  - Tuition  and  Earned  Revenue 

Tuition  and  Earned  Revenue  for  the  Certificate,  Diploma  and  Applied  Degree  segment  consist 
of  ail  tuition  fees  for  credit  FLE’s,  and  include  tuition  fees  from  credit  continuing  education 
courses  that  are  recorded  in  the  Earned  Revenue  Programs  line  on  the  Consolidated 
Statement  of  Operations. 

Tuition  Revenue  for  the  Apprenticeship  Training  Program  segment  consists  of  all  fees  charged 
to  apprenticeship  students  in  accordance  with  the  rates  approved  by  Alberta  Advanced 
Education  and  Technology. 

Revenue  for  the  Other  Programs  and  Services  segment  consist  of  fees  not  subject  to  the 
Alberta  Advanced  Education  and  Technology  Tuition  Fee  Policy  as  well  as  all  fees  charged  for 
non-credit  continuing  education  courses,  international  education  and  athletics  programs. 

Note  (iii)  - Net  Program  Cost 

Operating  expenses  are  allocated  to  the  operating  segments  based  on  the  Provincial  Program 
Costing  Methodology  as  recommended  by  Alberta  Advanced  Education  and  Technology. 

Net  program  cost  for  the  Other  Program  and  Services  segment  consists  of  all  expenses  not 
attributed  to  the  Certificate,  Diploma  and  Applied  Degree  and  the  Apprenticeship  Training 
program  segments.  It  includes  non-credit  continuing  education  courses,  international 
education  projects,  athletic  programs,  ancillary  operations  (Bookstore,  Food  Services  and 
Parking)  and  expenses  relating  to  fundraising  events  of  the  NAIT  Advancement  Office. 

Note  (iv)  - Restatement  of  2005/06  FLE,  tuition  revenue  and  net  program  cost 
Certain  2005/06  figures  were  restated  to  be  consistent  with  current  year’s  presentation  and 
the  final  approved  FLE  and  net  program  cost. 
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Note  16  Salary  and  Benefits 

(a)  Pension  Costs  (Employee  Benefits) 


The  pension  expense  recorded  in  Salary  and  Benefits  is  equivalent  to  NAIT’s  annual 
contributions  payable  of  $10,908  for  the  year  ended  June  30,  2007  (2006  $9,640). 


(b)  Salary  Disclosure 


2007 

2006 

Other 

Other 

Base 

Cash 

Non-cash 

Salary 

Benefits 

Benefits 

Total 

Total 

Chairman  of  The  Board 

$ - 

$ - 

$ 

- 

$ - 

$ - 

Board  Members 

- 

- 

4 

4 

4 

President  and  CEO 

242 

69 

65 

376 

355 

Provost  and  Vice  President  Academic 

180 

34 

40 

254 

182 

Vice  President  Administration  and  CFO 

180 

34 

37 

251 

226 

Vice  President  External  Relations  and  CDO 

141 

26 

29 

196 

177 

Associate  Vice  President,  Research  & Innovation 
Dean,  Business  Development 

133 

13 

20 

166 

154 

The  Chair  and  members  of  the  Board  of  Governors  receive  no  remuneration  for  the  services  they 
provide  as  members  of  the  Board  of  Governors,  with  the  exception  of  the  two  student 
representatives  who  receive  a benefit  equal  to  their  tuition  fee. 

Base  salary  includes  pensionable  base  pay. 

Other  cash  benefits  include  bonuses  and  honoraria. 

Other  non-cash  benefits  include: 

• NAIT’s  share  of  all  employee  benefits  and  contributions  or  payments  made  on  behalf  of 
employees  including  pension,  health  care,  dental  coverage,  group  life  insurance,  short  and 
long-term  disability  plans  and  professional  memberships  required  for  employment. 

• NAIT’s  current  and  prior  service  cost  of  the  supplementary  retirement  plan,  as  outlined 
below. 

The  President  & CEO  has  been  provided  with  an  automobile  by  NAIT  for  which  no  amount  is 
included  in  the  other  non-cash  benefits. 

The  Associate  Vice  President,  Research  & Innovation  position  was  established  in  November  2005. 
The  current  year  is  the  first  full  year  for  this  position.  Accordingly,  no  amount  was  reported  for  the 
2006  year. 

As  a result  of  reorganization,  the  Dean,  Business  Development  position  was  changed  during  the 
current  year.  Accordingly,  no  amounts  are  reported  for  the  current  year. 

(c)  Supplementary  Retirement  Plan 

Under  the  terms  of  the  supplementary  retirement  plan  (SRP),  executive  officers  receive  supplemental 
retirement  payments.  Retirement  arrangement  costs  as  detailed  below  are  not  cash  payments  in  the 
period  but  are  period  expense  for  rights  to  future  compensation.  Costs  shown  reflect  the  total 
estimated  cost  to  provide  annual  pension  income  over  an  actuarially  determined  post  employment 
period.  The  SRP  provides  future  pension  benefits  to  participants  based  on  years  of  service  and 
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earnings.  The  cost  of  these  benefits  is  actuarially  determined  using  the  projected  benefit  method 
pro-rated  on  services,  a market  interest  rate,  and  management’s  best  estimate  of  expected  costs  and 
the  period  of  benefit  coverage.  Net  actuarial  gains  and  losses  of  the  benefit  obligations  are 
amortized  over  the  average  remaining  service  life  of  the  employee  group.  Current  service  cost  is  the 
actuarial  present  value  of  the  benefits  earned  in  the  fiscal  year.  Prior  service  and  other  costs  include 
amortization  of  past  service  costs  on  plan  initiation,  amortization  of  actuarial  gains  and  losses,  and 
interest  accruing  on  the  actuarial  liability. 


2007 


Prior 

Current 

Service 

Service 

Interest  and  Other 

Supplementary  Retirement  Plan  Costs 

Cost 

Cost 

Costs  Total 

President  and  CEO 

$ 42  $ 

2 

$ - $ 44 

Provost  and  Vice  President  Academic 

19 

1 

20 

Vice  President  Administration  and  CFO 

16 

1 

17 

Vice  President  External  Relations  and  CDO 

8 

- 

8 

$ 

85 

$ 

4 

$ - 

$ 

89 

Accrued 

Change  in 

Accrued 

Obligation, 

Accrued 

Obligation, 

Supplementary  Retirement  Plan  Obligation 

July  1,2006 

Obligation 

June  30,  2007 

President  and  CEO 

$ 

$ 44 

$ 44 

Provost  and  Vice  President  Academic 

- 

20 

20 

Vice  President  Administration  and  CFO 

- 

17 

17 

Vice  President  External  Relations  and  CDO 

- 

8 

8 

$ 

$ 

89 

$ 

89 

The  Supplementary  Retirement  Plan  obligation  is  reported  in  long  term  employee  benefit  liabilities  on 
the  consolidated  statement  of  financial  position. 


Assumptions  at  end  of  year: 

Discount  Rate 

Expected  average  remaining  service  life  of  employees 
Rate  of  compensation  increase 


5.5% 

11  years 
4.0% 
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Supplies  and  Services 

Supplies  and  services  are  summarized  by  the  following  major  groupings: 


2007  2006 


Cost  of  goods  sold 

$ 

14,196 

$ 

13,117 

Purchased  labour 

9,805 

8,684 

Repairs,  maintenance  and  renovations 

8,481 

7,962 

Classroom,  lab  and  office  supplies 

8,397 

6,147 

Purchased  services 

5,701 

5,509 

Travel,  staff  development 

4,437 

3,481 

Administrative  expenses 

3,656 

3,132 

Meetings,  hospitality 

1,472 

1,056 

Fundraising  and  donations 

612 

548 

$ 

56,757 

$ 

49,636 

Changes  in  Non-Cash  Working  Capital  Accounts 

2007 

2006 

Accounts  receivable 

$ 

(826) 

$ 

(1.250) 

Contributions  and  pledges  receivable 

(271) 

(1,606) 

Inventories 

341 

183 

Prepaid  expenses 

(161) 

41 

Accounts  payable  and  accrued  liabilities 

(870) 

10,491 

Accrued  vacation  pay 

1,449 

1,090 

Unearned  revenue 

1,766 

1,182 

Deferred  contributions 

(6,713) 

16,747 

$ 

(5,285) 

$ 

26,878 

Contractual  Obligations 

(a)  The  future  minimum  payments  as  of  June  30,  2007  under  operating  leases: 


2008 

$ 

874 

2009 

$ 

730 

2010 

$ 

656 

2011 

$ 

625 

2012 

$ 

517 
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(b)  Total  annual  commitment  for  operating  costs  of  the  Fairview  and  District  Aquatic  Centre: 


2008 

$ 

25 

2009 

$ 

25 

2010 

$ 

25 

2011 

$ 

25 

2012 

$ 

25 

Thereafter 

$ 

25 

(c)  As  at  June  30,  2007  NAIT  has  outstanding  contractual  commitments  for  capital  projects  as 

follows: 


NAIT  Spartan  Centre  for  Instrumentation  Technology 

and  the  Petro-Canada  Centre  for  Millwright  Technology  $ 81 

Centre  for  Machinist  Technology  $ 3,810 

Manufacturing  Centre  $ 1,751 

Electrical  apprenticeship  training  expansion  $ 513 


Contingent  Liabilities 

NAIT  is  a defendant  in  a number  of  legal  proceedings.  NAIT  has  recorded  a provision  in 
these  financial  statements  based  upon  Management’s  estimates  of  the  potential  outcome 
of  such  proceedings.  Additional  costs  of  settling  these  claims,  if  any,  will  be  charged  to 
operations  upon  settlement,  which  in  Management’s  opinion  will  not  have  a material  effect 
on  the  financial  position  of  NAIT. 

NAIT  has  identified  asset  retirement  obligations  for  which  the  fair  value  cannot  be 
reasonably  estimated  due  to  the  indeterminate  timing  and  scope  of  the  asset  retirement. 
The  asset  retirement  obligation  for  these  assets  will  be  recorded  in  the  period  in  which 
there  is  sufficient  information  to  estimate  fair  value. 


Funds  Held  on  Behalf  of  Others 

NAIT  holds  the  following  funds  on  behalf  of  others  over  which  the  Board  has  no  power  of 
appropriation.  Accordingly,  these  funds  are  not  included  in  the  consolidated  financial 
statements. 


2007  2006 


Alberta  Association  of  Colleges  and  Technical  Institutes 
Government  of  Alberta  Individual  Learning  Modules 

NAIT  Students'  Association 

Government  of  Alberta  Diagnostic  Imaging  Projects 

$ 

7,195 

2,288 

430 

$ 

4,970 

2,101 

343 

123 

$ 

9,913 

$ 

7,537 
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Note  22  Related  Party  T ransactions 

NAIT  is  a Provincial  Corporation  as  all  the  members  of  the  Board  of  Governors  are  appointed 
by  statute  (the  Post-secondary  Learning  Acf)  or  by  combination  of  orders  by  the  Lieutenant 
Governor-in-Council  and  the  Minister  of  Advanced  Education  and  Technology.  NAIT  received 
the  following  grants  directly  from  the  Province  of  Alberta  or  indirectly  through  related  entities: 


2007 


Deferred 

Deferred  capital 

contributions 

contributions  Grant  revenue 

Total 

Alberta  Advanced  Education  and  Technology 

Regular  operating 

$ 

- 

$ - $ 

122,869 

$ 122,869 

Performance  funding 

- 

- 

1,540 

1,540 

Enrolment  Planning  Envelope  funding 

12,149 

8,262 

- 

20,41 1 

Conditional 

343 

(20) 

- 

323 

Infrastructure  Maintenance  Program 

2,348 

2,590 

- 

4,938 

NAIT  Centre  for  Apprenticeship  Technologies 

218 

13,582 

- 

13,800 

Alberta  Employment,  Immigration  and  Industry 

- 

20 

- 

20 

Alberta  Health  and  Wellness 

- 

(3) 

- 

(3) 

University  of  Alberta  - TEC  Edmonton 

375 

- 

- 

375 

Alberta-North 

8 

68 

- 

76 

15,441 

24,499 

124,409 

164,349 

Deferred  contributions  recognized  as  grant  revenue 

(23,165) 

. 

23,165 

. 

$ 

(7,724) 

$ 24,499  $ 

147,574 

$ 164,349 

2006 

Deferred 

Deferred  capital 

contributions 

contributions  Grant  revenue 

Total 

Alberta  Advanced  Education 

Regular  operating 

$ 

- 

$ - $ 

111,913 

$ 111,913 

Performance  funding 

- 

- 

749 

749 

Access  funding 

24,511 

47 

- 

24,558 

Conditional 

760 

261 

- 

1,021 

Alberta  Infrastructure 

Infrastructure  Maintenance  Program 

1,967 

502 

- 

2,469 

NAIT  Centre  for  Apprenticeship  Technologies 

- 

14,200 

- 

14,200 

Centre  for  Power  Engineering 

15 

1,485 

- 

1,500 

Relocation  of  Welder  program 

- 

2,200 

- 

2,200 

Alberta  Innovation  and  Science 

287 

713 

- 

1,000 

Alberta  Health  and  Wellness 

79 

317 

- 

396 

Northern  Lakes  College 

58 

43 

101 

Alberta-North 

- 

42 

42 

Northern  Development  - Aboriginal 

2 

- 

- 

2 

27,679 

19,810 

112,662 

160,151 

Deferred  contributions  recognized  as  grant  revenue 

(13,993) 

. 

13,993 

. 

$ 

13,686 

$ 19,810  $ 

126,655 

$ 160,151 

In  2007,  NAIT  provided  courses  to  provincial  government  departments  and  participated  in  the 
development,  sale  and  offering  of  certain  courses  with  other  public  colleges  and  the  Southern 
Alberta  Institute  of  Technology.  The  revenues  and  expenses  incurred  for  these  have  been 
included  in  the  consolidated  statement  of  operations  but  have  not  been  separately  quantified. 
These  transactions  were  entered  into  on  the  same  business  terms  as  with  non-related  parties 
and  are  recorded  at  fair  market  value. 
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The  Northern  Alberta  Institute  of  Technology 
Notes  to  the  June  30.  2007  Consolidated  Financial  Statements 

(Financial  data  expressed  in  thousands  unless  otherwise  noted) 


Note  23  Budget 

NAIT’s  Board  of  Governors  approved  the  following  consolidated  operating  budget  at  the  May 
1, 2006  Board  meeting.  At  that  meeting,  the  Board  also  approved  capital  expenditures  and 
appropriations  of  $7,181. 


Revenue: 

Grants  $ 143,986 

Earned  revenue  programs  35,521 

T uition  and  other  fees  33,671 

Ancillary  services  1 8,1 05 

Amortization  of  deferred  capital  contributions  8,268 

Sales,  rentals  and  services  4,275 

Investment  earnings  2,788 

Fundraising  and  donations  2,315 


248,929 

Expense; 

Salary  and  benefits  1 67,388 

Supplies  and  services  56,103 

Amortization  of  capital  assets  15,449 

Utilities  7,924 

Scholarships  and  bursaries  1 ,080 

Facilities  rentals  875 

Loss  on  disposal  of  capital  assets  110 


248,929 

Excess  of  revenue  over  expense 


Adjust  for  non-cash  items 

Amortization  of  capital  assets  1 5,449 

Amortization  of  deferred  capital  contributions  (8,268) 


Cash  available  for  capital  budget  and  appropriation  7,181 

Book  value  of  disposed  capital  assets  722 

Release  of  Internally  Restricted  Net  Assets  for 

current  operating  activities  1 ,050 

Contribution  to  annual  capital  budget  (5,675) 

Contribution  to  campus  renewal  or  equipment  (1 ,805) 

Repayment  of  long-term  lease  (473) 

Appropriation  to  Revenue  Sharing  Plan  (1,000) 


Balanced  budget 


Note  24  Approval  of  Consolidated  Financial  Statements 

These  consolidated  financial  statements  were  approved  by  the  Board  of  Governors. 
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AUDITOR 

GENERAL 

Alberta 


Auditor’s  Report 


To  the  Board  of  Governors  of  the  Southern  Alberta  Institute  of  Technology 

I have  audited  the  consolidated  statement  of  financial  position  of  the  Southern  Alberta  Institute 
of  Technology  as  at  June  30,  2007  and  the  consoUdated  statements  of  operations,  changes  in  net 
assets,  and  cash  flows  for  the  year  then  ended.  I have  also  audited  the  consolidated  statement  of 
supplementary  performance  information  for  the  year  ended  June  30,  2007.  These  consolidated 
financial  statements  are  the  responsibility  of  the  Institute’s  management.  My  responsibility  is  to 
express  an  opinion  on  these  financial  statements  based  on  my  audit. 

I conducted  my  audit  in  accordance  with  Canadian  generally  accepted  auditing  standards.  Those 
standards  require  that  I plan  and  perform  an  audit  to  obtain  reasonable  assurance  whether  the 
financial  statements  are  free  of  material  misstatement.  An  audit  includes  examining,  on  a test 
basis,  evidence  supporting  the  amounts  and  disclosures  in  the  financial  statements.  An  audit  also 
includes  assessing  the  accounting  principles  used  and  significant  estimates  made  by 
management,  as  well  as  evaluating  the  overall  financial  statement  presentation. 

In  my  opinion,  these  consolidated  financial  statements  present  fairly,  in  all  material  respects,  the 
financial  position  of  the  Institute  as  at  June  30,  2007  and  the  results  of  its  operations  and  its  cash 
flows  for  the  year  then  ended  in  accordance  with  Canadian  generally  accepted  accounting 
principles. 

In  my  opinion,  the  consohdated  statement  of  supplementary  performance  information  presents 
fairly,  in  all  material  respects,  the  Institute’s  performance  in  accordance  with  the  disclosed  basis 
of  measurement  and  presentation  as  described  in  the  notes  to  the  statements. 


Edmonton,  Alberta 
August  31,  2007 
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Management’s  Responsibility  for  Financial  Statements 


SAIT's  management  is  responsible  for  the  preparation,  accuracy,  objectivity  and  integrity 
of  the  information  contained  in  the  financial  statements.  Systems  of  internal  control  are 
designed  and  maintained  by  management  to  produce  reliable  information  to  meet 
financial  reporting  requirements,  to  generate  supplementary  performance  information  and 
to  provide  reasonable  assurance  that  assets  are  safeguarded.  The  financial  statements 
which  follow  have  been  prepared  in  accordance  with  generally  accepted  accounting 
prmciples  and  the  supplementary  performance  information  has  been  prepared  in 
accordance  with  the  disclosed  basis  of  measurement  and  presentation. 

The  Audit  Committee  of  the  Board  of  Governors  meets  periodically  with  SAIT’s 
management  and  SAIT’s  auditor  to  review  matters  relating  to  internal  accounting  control, 
the  quality  of  financial  reporting  and  the  nature,  extent  and  results  of  the  external  audit. 
The  Auditor  General  of  the  Province  of  Alberta  conducts  an  independent  examination  of 
the  Institute’s  financial  and  performance  information  records  in  accordance  with 
generally  accepted  auditing  standards. 


President  and  CEO 
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CONSOLIDATED  STATEMENT  OF  FINANCIAL  POSITION 


As  at  June  30 

2007 

2006 

(in  thousands) 

ASSETS 

Current  assets: 

Cash  and  cash  equivalents  (Note  3) 

$ 

93,090 

$ 

104,668 

Accounts  receivable 

9,830 

9,074 

Inventories  (Note  4) 

2,424 

1,945 

Prepaid  expenses 

494 

410 

105,838 

116,097 

Investments  (Note  3) 

35,652 

24,324 

Capital  assets  (Note  5) 

255,009 

212,696 

$ 

396,499 

$ 

353,117 

LIABILITIES  AND  NET  ASSETS 

Current  liabilities: 

Accounts  payable  and  accrued  liabilities  (Note  6) 

$ 

33,952 

$ 

22,337 

Deferred  revenue  (Note  7) 

10,568 

9,281 

Deferred  contributions  (Note  8) 

29,287 

20,376 

Current  portion  of  employee  benefit  liabilities  (Note  10) 

10,622 

8,930 

Current  portion  of  long-term  liabilities  (Note  12) 

1,613 

1,542 

86,042 

62,466 

Deferred  capital  contributions  (Note  9) 

10,754 

2,486 

Employee  benefit  liabilities  (Note  10) 

1,297 

868 

Long-term  liabilities  (Note  12) 

68,816 

70,427 

Unamortized  deferred  capital  contributions  (Note  13) 

110,322 

116,610 

277,231 

252,857 

Net  assets: 

Unrestricted  net  assets 

22,775 

16,360 

Invested  in  capital  assets  (Note  14) 

84,312 

72,696 

107,087 

89,056 

Endowments  (Note  15) 

12,181 

11,204 

119,268 

100,260 

$ 

396,499 

$ 

353,117 

Contractual  obligations  and  contingencies  (Note  16) 
Approved  by  the  Board  of  Governors: 


Michael  D.  Begin 
Chair  of  the  Board 


r- 


Chair  of  the  Audit  Committee 


The  accompanying  notes  are  part  of  these  consolidated  financial  statements. 
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CONSOLIDATED  STATEMENT  OF  OPERATIONS 


For  the  year  ended  June  30 

2007 

2006 

(in  thousands) 

Revenue: 

Grants 

$ 123,211 

$ 104,387 

Earned  revenue  programs 

43,626 

41,082 

Tuition  and  related  fees 

32,754 

31,223 

Commercial  services 

16,188 

18,644 

Sales,  rentals  and  services 

4,356 

3,548 

Investment  income  (Note  3) 

3,310 

2,938 

Donations,  contributions  and  income  on  restricted 

contributions  (Note  18) 

3,701 

3,638 

227,146 

205,460 

Earned  capital  contributions  (Note  13) 

8,455 

8,593 

235,601 

214,053 

Expense: 

Salaries,  wages  and  benefits  (Note  19) 

133,416 

120,115 

Supplies  and  services  (Note  1 8) 

41,652 

38,876 

Repairs  and  maintenance 

11,521 

11,474 

Utilities 

9,004 

7,848 

Interest  expense 

1,256 

1,367 

Scholarships  and  projects 

2,992 

2,994 

Amortization  of  capital  assets 

17,185 

14,671 

Net  loss  on  disposal  of  capital  assets 

544 

1,028 

217,570 

198,373 

Excess  of  revenue  over  expense 

$ 18,031 

$ 15,680 

The  accompanying  notes  are  part  of  these  consolidated  financial  statements. 
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CONSOLIDATED  STATEMENT  OF  CHANGES  IN  NET  ASSETS 


For  the  year  ended  June  30 

2007 

2006 

(in  thousands) 

Unrestricted 

Investment  in 
Capital  Assets 

Subtotal 

Endowments 

Total 

Total 

Excess  of  revenue  over  expense 

$ 18,031 

$ 

$ 18,031 

$ 

- 

$ 18,031 

$ 15,680 

Transfers  for: 

Acquisition  of  capital  assets 

(19,992) 

19,992 

- 

- 

- 

- 

Repayment  of  long-term  liabilities 

related  to  capital  assets 

(1,540) 

1,540 

- 

- 

- 

Amortization  of  capital  assets 

8,730 

(8,730) 

- 

- 

- 

Disposition  of  capital  assets 

1,186 

(1,186) 

- 

- 

- 

- 

Endowment  contributions 

- 

- 

- 

977 

977 

1,547 

Increase  in  net  assets 

6,415 

11,616 

18,031 

977 

19,008 

17,227 

Net  assets,  beginning  of  year 

16,360 

72,696 

89,056 

11,204 

100,260 

83,033 

Net  assets,  end  of  year 

$ 22,775 

$ 84,312 

$ 107,087 

$ 

12,181 

$ 119,268 

$100,260 

The  accompanying  notes  are  part  of  these  consolidated  financial  statements. 
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CONSOLIDATED  STATEMENT  OF  CASH  FLOWS 


For  the  year  ended  June  30 

2007 

2006 

(in  tiiousands) 

Operating  Activities: 

Excess  of  revenue  over  expense 

$ 18,031 

$ 15,680 

Non-cash  transactions: 

Amortization  of  capital  assets 

17,185 

14,671 

Earned  capital  contributions  (Note  13) 

(8,455) 

(8,593) 

Net  loss  on  disposal  of  capital  assets 

544 

1,028 

Increase  in  employee  benefits 

429 

323 

27,734 

23,109 

Changes  in  non-cash  working  capital  (Note  20) 

16,470 

10,784 

Cash  generated  from  operating  activities 

44,204 

33,893 

Investing  Activities: 

Acquisition  of  capital  assets 

(60,684) 

(22,063) 

Purchase  of  investments,  net 

(11,328) 

(12,547) 

Proceeds  from  disposal  of  capital  assets 

642 

610 

Cash  used  m investing  activities 

(71,370) 

(34,000) 

Financing  Activities: 

Proceeds  from  long-term  liabilities 

- 

53,127 

Repa^ent  of  long-term  liabilities 

(1,540) 

(1,122) 

Endowment  contributions 

977 

1,547 

Contributed  equipment  and  software  (Note  13) 

640 

1,899 

Construction  payables 

5,716 

(255) 

Capital  contributions  (Note  9) 

9,795 

3,390 

Cash  generated  from  financing  activities 

15,588 

58,586 

Increase  (decrease)  in  cash  and  cash  equivalents 

(11,578) 

58,479 

Cash  and  cash  equivalents,  beginning  of  year 

104,668 

46,189 

Cash  and  cash  equivalents,  end  of  year 

$ 93,090 

$ 104,668 

The  accompanying  notes  are  part  of  these  consolidated  financial  statements. 
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CONSOLIDATED  STATEMENT  OF  SUPPLEMENTARY  PERFORMANCE  INFORMATION 


For  the  year  ended  June  30 

2007 

Budget 

Actual 

2006 

Full-load  equivalent  students  (Note  21) 

12,416 

12,669 

11,704 

Academic  program  cost  per  full-load  equivalent  student  (Note  21)  $ 

16,291  $ 

15,486 

S 

14,930 

Annualized  salary  median  for  those  with  full-time  employment  $ 

33,000  $ 

40,000 

$ 

36,000 

Employment  rate: 

Full-time 

75% 

77% 

75% 

Contract,  part-time  or  temporary 

22% 

21% 

22% 

Overall 

97% 

99% 

97% 

Data  from  students  surveyed  during  the  fiscal  year  who  completed  an  Applied  Degree,  Diploma  or  Certificate  program  during  the  year  ended  June  30, 
2006  (2005  for  comparative  figures)  (Note  22). 

Budget  figures  are  the  average  of  actual  results  from  the  prior  three  years. 


The  accompanying  notes  are  part  of  these  consolidated  financial  statements. 
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NOTES  TO  THE  CONSOLIDATED  FINANCIAL  STATEMENTS 

June  30, 2007 

(thousands  of  dollars) 

NOTE  1 AUTHORITY 

The  Southern  Alberta  Institute  of  Technology  operates  under  the  authority  of  the  Post-Secondary  Learning  Act.  The 
Institute  provides  educational  programs  to  provide  a skilled,  productive  work  force  for  the  economic  development  of 
Alberta  and  Canada.  The  Institute  is  exempt  from  payment  of  income  tax  and  is  also  a registered  charity  under  the 
Income  Tax  Act.  The  Institute  was  established  as  a board  governed  institution  on  April  1,  1982. 

NOTE  2 SIGNIFICANT  ACCOUNTING  POLICIES  AND  REPORTING  PRACTICES 

(a)  General  and  Use  of  Estimates 

These  financial  statements  have  been  prepared  in  accordance  with  Canadian  generally  accepted  accounting  principles. 
The  measurement  of  certain  assets  and  liabilities  is  contingent  upon  future  events  and,  as  such,  the  preparation  of  these 
financial  statements  requires  the  use  of  estimates,  which  may  vary  from  actual  results. 

(b)  Consolidated  Statements 

The  consolidated  financial  statements  include  the  accounts  of  the  Institute  and  its  subsidiary.  The  Institute  accounts 
for  its  interests  in  jointly  controlled  entities  using  the  proportionate  consolidation  method. 

(c)  Revenue  Recognition 

Operating  grants,  including  grants  from  the  Province  of  Alberta,  are  recognized  as  revenue  in  the  period  earned. 
Grants  received  but  not  earned  are  deferred  and  recognized  in  the  subsequent  period. 

Grants  for  capital  acquisitions,  including  grants  from  the  Province  of  Alberta,  are  recorded  as  deferred  capital 
contributions  until  the  amount  is  invested  in  capital  assets.  Amounts  invested  representing  funded  capital  assets  and 
contributions  of  property  are  then  transferred  to  Unamortized  deferred  capital  contributions.  Unamortized  deferred 
capital  contributions  are  recognized  as  revenue  in  the  periods  in  which  the  related  amortization  expense  of  the  funded 
capital  asset  is  recorded.  The  related  portion  of  amortization  expense  and  the  earned  capital  contributions  revenue  are 
matched  to  indicate  that  the  related  amortization  expense  has  been  funded. 

Unrestricted  contributions  are  recognized  as  revenue  when  they  are  received  or  receivable.  Donations  of  materials  and 
services  that  would  otherwise  have  been  purchased  are  recorded  at  fair  value  when  a fair  value  can  be  reasonably 
determined.  Unrestricted  investment  income  is  recognized  in  revenue  as  it  is  earned.  Pledges  are  recognized  as 
revenue  when  collected. 
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(thousands  of  dollars) 

Note  2 Significant  Accounting  Policies  (continued) 

Externally  restricted  non-capital  contributions  are  deferred  and  are  recognized  as  revenue  in  the  period  in  which  the 
related  expense  is  incurred.  Externally  restricted  amounts  can  only  be  used  for  purposes  designated  by  external 
parties.  Any  externally  restricted  contributions  containing  stipulations  that  the  amounts  should  be  retained  as  net  assets 
or  that  the  contributions  should  not  be  expended  are  recorded  as  direct  increases  in  net  assets.  Such  stipulations  would 
include  contributions  made  for  endowment  purposes  or  to  be  used  to  acquire  non-amortizable  property. 

Amounts  received  for  tuition  fees  and  the  sale  of  goods  and  services  are  recognized  as  revenue  in  the  period  in  which 
the  goods  are  delivered  or  the  services  are  provided.  Revenue  from  earned  revenue  contracts  is  recognized  using  the 
percentage  of  completion  method. 

(d)  Cash,  Cash  Equivalents,  and  Long-Term  Investments 

Cash  and  cash  equivalents  are  recorded  at  the  lower  of  cost  or  market  value.  Long-term  investments  are  recorded  at 
cost,  less  write-down  for  a decline  in  market  value  that  is  other  than  temporary.  Gains  and  losses  on  investments  are 
recognized  at  realization. 

(e)  Capital  Assets 

As  determined  by  an  independent  appraisal  as  at  April  1982,  land  was  recorded  at  fair  market  value  and  buildings  were 
recorded  at  amortized  replacement  cost.  Subsequent  additions  are  recorded  at  cost. 

Furnishings,  equipment  and  computer  software  are  recorded  at  cost.  Donated  assets  are  recorded  at  fair  value  at  the 
date  of  contribution  when  fair  value  can  be  reasonably  estimated;  otherwise  they  are  recorded  at  a nominal  amount. 

Capital  assets  are  amortized  on  a straight-line  basis  over  the  following  average  useful  lives: 


Buildings 

Renovations 

Furnishings,  equipment,  and  library 

Computer  servers 

Vehicles 

Computer  hardware  and  software 
Leasehold  inprovements 


40  years 
10  or  25  years 
10  years 
3 or  10  years 
5 years 
3 years 
Length  of  lease 


Construction  in  progress  includes  the  direct  construction  costs  and  overhead  costs  directly  attributable  to  the 
constmction  including  engineering  and  legal  fees  and  interest  on  specific  debt,  net  of  investment  income,  attributed  to 
the  construction  of  capital  assets.  Constmction  projects  in  progress  are  not  amortized  until  the  project  is  ready  for  use. 

The  fair  value  of  a liability  for  an  asset  retirement  obligation  is  recognized  in  the  period  incurred  if  a reasonable 
estimate  of  fair  value  can  be  made.  The  associated  asset  retirement  costs  are  capitalized  as  part  of  the  carrying  amount 
of  the  asset  and  amortized  over  its  estimated  useful  life. 


When  events  and  circumstances  indicate  that  a capital  asset  no  longer  has  any  service  potential,  the  excess  of  its  net 
carrying  amount  over  any  residual  value  is  recognized  as  an  expense  in  the  statement  of  operations. 

(f)  Inventories 

Inventory  of  bookstore,  materials  and  supplies  merchandise  is  maintained  using  the  first-in  first-out  method  of  costing. 
Food  stores  inventory  is  maintained  using  average  costing.  All  inventory  is  valued  at  the  lower  of  cost  or  net  realizable 
value. 
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(thousands  of  dollars) 

Note  2 Significant  Accounting  Policies  (continued) 

(g)  Employee  Future  Benefits 

The  Institute  participates  in  the  Local  Authorities  Pension  Plan.  This  pension  plan  is  a multi-employer  defmed  benefit 
pension  plan  that  provides  pensions  for  the  Institute’s  participating  employees  based  on  years  of  service  and  earnings. 
This  plan  is  accounted  for  as  a defined  contribution  pension  plan  in  the  Institute’s  financial  statements  because  the 
Institute  has  insufficient  information  to  apply  defined  benefit  accounting.  Pension  costs  included  in  these  financial 
statements  comprise  the  amount  of  employer  contributions  required  for  its  employees  during  the  year,  based  on  rates 
which  are  expected  to  provide  for  benefits  payable  under  the  pension  plan.  The  Institute  does  not  record  the  Institute’s 
portion  of  the  pension  plans’  deficit  or  surplus. 

The  Institute  also  offers  a defined  contribution  pension  plan  for  eligible  employees.  The  Institute’s  contributions  are 
based  on  a percentage  of  the  employee’s  salary.  The  pension  expense  included  in  these  financial  statements  represents 
the  Institute’s  required  contributions  under  the  plan. 

The  Institute  maintains  a supplemental  executive  retirement  plan  for  certain  qualified  management  of  the  Institute. 
The  cost  of  the  pension  is  actuarially  determined  using  the  projected  benefit  method  pro-rated  on  services,  a market 
interest  rate,  and  management’s  assumptions  about  salary  escalation  and  retirement  age.  Past  service  costs  and 
actuarial  gains  and  losses  are  amortized  on  a straight-line  basis  over  the  expected  average  remaining  service  term  of 
the  active  membership  of  the  plan.  The  most  recent  actuarial  valuation  of  the  obligation  was  performed  for  June  30, 
2006  and  the  next  actuarial  valuation  will  be  performed  for  June  30,  2009. 

The  Institute  also  provides  employee  future  benefits  in  the  form  of  compensated  absences.  Costs  for  these  benefits  are 
estimated  using  reasonable  assumptions  and  are  included  in  these  financial  statements. 

(h)  Financial  Instruments 

The  fair  value  of  the  Institute’s  receivables,  payables  and  accrued  liabilities  approximate  their  carrying  values  due  to 
the  relatively  short  periods  to  maturity  of  these  instruments. 

The  Institute’s  financial  instruments  are  subject  to  credit  risk,  interest  rate  risk,  foreign  exchange  risk  and  market  risks. 
The  Institute’s  accounts  receivable  are  due  from  a diverse  group  of  customers  and  are  subject  to  normal  credit  risk. 
The  interest  rate  risk  is  the  risk  to  the  Institute’s  earnings  that  arises  from  fluctuations  in  interest  rates  and  the  degree 
of  volatility  of  these  rates.  The  market  risk  is  the  risk  to  the  Institute’s  earnings  that  arises  from  the  fluctuations  and 
degree  of  volatility  in  the  market  value  of  its  long-term  investments. 
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(thousands  of  dollars) 


NOTE  3 CASH,  CASH  EQUIVALENTS,  AND  INVESTMENTS 


Cash  and 

Cash 

Equivalents 

2007 

Long-Term 

Investments 

Total  Cost 

Market 

2006 

Total  Cost 

Market 

Cash 

$ 

(7,034) 

$ 

- 

$ 

(7,034) 

$ (7,034) 

$ (3,715) 

$ (3,715) 

Money  market  investments 

100,124 

2,336 

102,460 

103,162 

112,057 

112,751 

Bonds 

- 

13,254 

13,254 

12,857 

7,783 

7,764 

Equities 

- 

20,062 

20,062 

23,756 

12,867 

13,581 

Total 

$ 

93,090 

$ 

35,652 

$ 

128,742 

$ 132,741 

$ 128,992 

$130,381 

The  overall  rate  of  return  for  the  year  was  6.12%  (2006  - 4.01%).  The  rate  of  return  includes  realized  and  unrealized 
gains  and  losses,  interest  and  dividends. 

At  June  30,  2007,  the  effective  yield  on  money  market  investments  was  4.51%  (2006  - 4.26%)  and  on  bond  investments 
was  4.86%  (2006  - 4.81%).  Effective  yield  represents  the  rate  that  discounts  future  cash  receipts  to  the  carrying  value  at 
June  30,  2007.  Carrying  value  of  these  securities  approximates  market  value.  Money  market  investments  mature  within 
90  days  while  bond  investments  have  a maturity  of  up  to  30  years.  Included  in  money  market  investments  is  $17,185  in 
unspent  loan  proceeds  from  the  Alberta  Capital  Finance  Authority  for  constmction  of  a new  student  residence. 

The  dividend  yield  on  equity  investments  was  2.30%  (2006  - 2.55%).  Dividend  yield  represents  the  income  return  based 
on  current  market  prices,  excluding  unrealized  gains  and  losses. 

The  Institute’s  investment  policies  limit  investments  to  credit- worthy  counterparties  and  specify  minimum  and  maximum 
exposures  to  certain  issuers. 

The  cash  overdraft  was  a temporary  condition  representing  cheques  issued  but  not  yet  cashed.  Subsequent  to  year-end, 
the  majority  of  these  cheques  were  presented  for  payment  and  cleared  by  the  Institute’s  bank. 

Earnings  on  the  above  investments  have  been  recorded  as  follows: 


2007 

2006 

Investment  income 

Deferred  contributions  and  deferred  capital  contributions 

Interest  earned  on  loan  advance  (Note  12) 

Capitalized  to  endowments 

$ 

3,310 

1,002 

1,212 

362 

$ 

2,938 

700 

1,039 

300 

Total  investment  income  earned 

$ 

5,886 

S 

4,977 

NOTE  4 INVENTORIES 

2007 

2006 

Bookstore  $ 

Material  and  supplies 

Food  stores 

2,084 

340 

$ 

1,395 

413 

137 

$ 

2,424 

$ 

1,945 

376 


(thousands  of  dollars) 


NOTE  5 CAPITAL  ASSETS 


Cost 

2007 

Accumulated 

Amortization 

Net  Book 

Value 

2006 

Net  Book 

Value 

Land 

$ 23,627 

$ 

$ 23,627 

$ 23,627 

Buildings  and  renovations 

304,898 

159,623 

145,275 

151,924 

Furnishings,  equipment,  and  library 

66,194 

41,278 

24,916 

21,672 

Vehicles 

1,367 

1,106 

261 

253 

Computer  hardware  and  software 

45,047 

32,698 

12,349 

10,505 

TLM  license 

1,113 

1,113 

- 

- 

Construction  in  progress 

48,581 

- 

48,581 

4,715 

$ 490,827 

S 235,818 

$ 255,009 

$ 212,696 

Capital  acquisitions  during  the  year  included  donations  in  kind  in  the  amount  of  $640  (2006  - $1,899).  Certain  software 
donations  have  been  recognized  at  nominal  value  due  to  the  difficulty  in  obtaining  fair  market  value. 

At  June  30,  2007,  the  Institute  had  assets  under  capital  lease  with  a cost  of  $1,234  (2006  - $1,234)  and  accumulated 
amortization  of  $433  (2006  - $309). 

The  Institute  has  recorded  a liability  for  asset  retirement  obligations  of  $81  (2006  - $927).  The  asset  retirement 
obligations  represent  the  legal  obligations  associated  with  renovating  the  Institute’s  buildings.  The  Institute  has  also 
identified  other  asset  retirement  obligations  for  which  the  fair  value  cannot  be  reasonably  estimated  due  to  the 
indeterminate  timing  and  scope  of  the  asset  retirements.  The  asset  retirement  obligation  for  these  assets  will  be 
recorded  in  the  period  in  which  there  is  sufficient  information  to  estimate  fair  value. 


NOTE  6 ACCOUNTS  PAYABLE  AND  ACCRUED  LIABILITIES 


2007  2006 


Trade 

$ 

15,658 

$ 11,237 

Salaries,  wages  and  benefits 

8,131 

6,780 

Construction 

7,927 

2,211 

Other 

2,236 

2,109 

$ 

33,952 

$ 22,337 

377 


(thousands  of  dollars) 

NOTE  7 DEFERRED  REVENUE 


2007 

2006 

Tuition  and  student  fees 

Earned  revenue  programs 

Commercial  services  and  other 

$ 

9,960 

437 

171 

$ 

8,657 

488 

136 

$ 

10,568 

$ 

9,281 

NOTE  8 DEFERRED  CONTRIBUTIONS 

Deferred  contributions  represent  unspent  fimds  externally  restricted  for  non-capital  purposes. 

2007 

2006 

Increase  during  the  year: 

Enrollment  Planning  Envelope  and  Access  grants 

$ 

29,084 

$ 

21,060 

Infrastructure  Maintenance  Program 

5,234 

2,617 

Donations 

3,289 

2,847 

Other  grants 

1,170 

2,785 

Restricted  income 

830 

675 

39,607 

29,984 

Transfers: 

To  grant  revenue 

(24,044) 

(15,147) 

To  donations,  contributions,  and  income  on  restricted  contributions 

(2,988) 

(2,982) 

To  deferred  capital  contributions  (Note  9) 

(3,664) 

(580) 

To  endowments 

- 

(360) 

(30,696) 

(19,069) 

Balance,  beginning  of  year 

20,376 

9,461 

Balance,  end  of  year 

$ 

29,287 

$ 

20,376 

The  balance  of  deferred  contributions  is  comprised  of: 

2007 

2006 

Program  delivery 

$ 

23,078 

$ 

16,624 

Scholarships 

1,975 

1,497 

Other 

4,234 

2,255 

$ 

29,287 

$ 

20,376 

378 


(thousands  of  dollars) 


NOTE  9 DEFERRED  CAPITAL  CONTRIBUTIONS 

Deferred  capital  contributions  represent  unspent  funds  externally  restricted  for  capital  purposes. 


2007  2006 


Increase  during  the  year: 

Restricted  capital  grants 

Donations 

Transfers  from  deferred  contributions  (Note  8) 

Restricted  income 

$ 

3,029 

2,930 

3,664 

172 

$ 1,000 
1,785 
580 

25 

9,795 

3,390 

Transfers  to  unamortized  deferred  capital  contributions: 

Restricted  capital  funds 

(825) 

(716) 

Other  grants 

(443) 

(825) 

Donations 

(259) 

(1,483) 

(1,527) 

(3,024) 

Balance,  beginning  of  year 

2,486 

2,120 

Balance,  end  of  year 

$ 

10,754 

$ 2,486 

The  balance  of  deferred  capital  contributions  is  comprised  of: 


2007 

2006 

Trades  and  Technology  Complex  donations 

$ 

3,229 

$ 

1,065 

Trades  and  Technology  Con^lex  grants 

3,029 

- 

Other  grants  and  donations 

4,496 

1,421 

$ 

10,754 

$ 

2,486 

NOTE  10  EMPLOYEE  BENEFIT  LIABILITIES 


2007 

2006 

Current  portion 

Accrued  vacation  pay 

Deferred  salary  plan 

Supplemental  executive  retirement  plan  (Note  11) 

$ 

10,421 

152 

49 

$ 

8,869 

61 

Long-term  portion 

Supplemental  executive  retirement  plan  (Note  11) 

Deferred  salary  plan 

10,622 

784 

513 

8,930 

455 

413 

1,297 

868 

Total  employee  benefit  liabilities 

$ 

11,919 

$ 

9,798 

379 


(thousands  of  dollars) 

NOTE  1 1 EMPLOYEE  FUTURE  BENEFITS 


The  Institute  provides  compensated  absences  for  its  employees  under  a special  leave  plan.  Under  this  plan,  employees 
contribute  15%  of  their  gross  monthly  earnings  for  a contributory  period  of  four  years.  For  the  fifth  year,  employees 
receive  85%  of  their  gross  salary  as  of  the  last  day  of  their  contributory  period.  The  Institute  funds  the  shortfall 
between  the  contributed  funds,  including  interest  earned,  and  the  gross  salary  to  be  paid  in  the  fifth  year.  The 
Institute’s  contribution  to  the  total  liability  under  the  plan  is  $251  (2006  - $187)  and  has  been  discounted  at  a rate  of 
5%. 


The  Institute’s  pension  expense  attributable  to  the  multi-employer  plan  was  $7,205  (2006  - $6,414),  the  Institute’s 
pension  expense  attributable  to  the  defined  contribution  plan  was  $109  (2006  - $117),  and  the  Institute’s  pension 
expense  attributable  to  the  supplemental  executive  retirement  plan  was  $378  (2006  - $140). 

At  December  31,  2006,  the  Local  Authorities  Pension  Plan  (LAPP)  reported  a deficiency  of  $746,651  (2005  - $863,558), 
The  plan  kept  contribution  rates  unchanged  from  2006  rates. 

The  Institute  has  an  unfunded  supplemental  executive  retirement  plan  for  its  President,  Vice-Presidents,  and  certain 
qualified  management.  The  defined  benefit  plan  obligations  are  as  follows; 


2007 

2006 

Accrued  benefit  obligation 

Balance,  beginning  of  year 

$ 

1,216 

$ 

555 

Current  service  cost 

194 

65 

Interest  cost 

78 

39 

Actuarial  loss 

- 

440 

Past  service  cost 

- 

117 

Balance,  end  of  year 

1,488 

1,216 

Plan  assets 

- 

- 

Funded  status  - plan  deficit 

(1,488) 

(1,216) 

Unamortized  actuarial  loss 

409 

430 

Unamortized  past  service  cost 

246 

331 

Accrued  benefit  liability 

S 

(833) 

$ 

(455) 

Benefit  Cost 

Current  service  cost 

$ 

194 

$ 

65 

Interest  cost 

78 

39 

Past  service  cost 

- 

117 

Difference  between  recognized  and  actual  past  service  cost  in  year 

85 

(82) 

Actuarial  loss  in  year 

- 

440 

Difference  between  recognized  and  actual  actuarial  gains  (losses)  in  year 

21 

(439) 

$ 

378 

$ 

140 

380 


(thousands  of  dollars) 

Note  1 1 Employee  Benefit  Liabilities  (continued) 

The  significant  actuarial  assumptions  adopted  in  measuring  the  Institute's  accmed  benefit  obligations  are  as  follows: 


2007 

2006 

Discount  rate 

5.50% 

5.50% 

Average  compensation  increase 

4.00% 

4.00% 

Expected  average  remaining  service  life  of  employees  (in  years) 

11.5 

11.5 

NOTE  12  LONG-TERM  LIABILITIES 

2007 

2006 

Construction  financing  for  Student  Residence  III  (a) 

Construction  financing  for  Student  Residence  II  (b) 

Capital  lease  obligations  (c) 

$ 

51,719 

18,389 

321 

$ 52,583 

18,921 
465 

Less;  current  portion 

70,429 

(1,613) 

71,969 

(1,542) 

$ 

68,816 

$ 70,427 

Principal  payments  during  the  next  five  fiscal  years  on  long-term  liabilities  are  as  follows: 


2007/08 

$ 

1,613 

2008/09 

1,703 

2009/10 

1,660 

2010/11 

1,722 

2011/12 

1,815 

Interest  of  $3,678  was  paid  in  2007  (2006  - $2,521). 

(a)  Pursuant  to  a loan  agreement  with  the  Alberta  Capital  Finance  Authority,  entered  into  on  December  16,  2005,  the 
Institute  borrowed  the  sum  of  $53,000  to  finance  the  construction  of  Student  Residence  III.  The  loan  bears  interest  at 
4.6%  per  annum  and  matures  December  16,  2035.  Security  pledged  for  the  loan  includes  all  future  cash  flows  generated 
through  the  operation  of  this  residence.  Long-term  debt  was  used  to  finance  $37,661  (2006  - $4,004)  in  construction 
costs  in  the  year. 


Net  interest  was  capitalized  as  follows: 


2007 

2006 

Interest  on  long-term  debt 

Less;  Interest  earned  on  loan  advance  (Note  3) 

$ 

2,416 

(1,212) 

$ 1,316 

(1,039) 

$ 

1,204 

$ 277 

381 


(thousands  of  dollars) 

NOTE  12  Long-term  liabilities  (continued) 

(b)  Pursuant  to  a loan  agreement  with  the  Alberta  Capital  Finance  Authority,  entered  into  on  June  16,  2000,  the  Institute 
borrowed  the  sum  of  $21,500  to  finance  the  construction  of  Student  Residence  II.  The  loan  bears  interest  at  6.5%  per 
annum  and  matures  June  16,  2025.  Security  pledged  for  the  loan  includes  all  future  cash  flows  generated  through  the 
operation  of  this  residence. 

(c)  The  average  implicit  interest  rate  payable  on  these  leases  is  8.13%  (2006  - 8.23%).  Interest  of  $31  (2006  - $35)  has 
been  charged  to  expense  in  the  year. 


NOTE  13  UNAMORTIZED  DEFERRED  CAPITAL  CONTRIBUTIONS 

Unamortized  deferred  capital  contributions  represent  external  funding  of  capital  assets  which  will  be  recognized  as 
revenue  in  future  periods.  Changes  in  unamortized  deferred  capital  contributions  are  as  follows: 


2007 

2006 

Transferred  from  deferred  capital  contributions  (Note  9) 

Contributed  equipment  and  software 

Transferred  to  revenue 

$ 1,527 

640 

(8,455) 

$ 3,024 

1,899 
(8,593) 

Decrease  during  the  year 

(6,288) 

(3,670) 

Unamortized  deferred  capital  contributions,  beginning  of  year 

116,610 

120,280 

Unamortized  deferred  capital  contributions,  end  of  year 

$ 110,322 

$ 116,610 

NOTE  14  INVESTED  IN  CAPITAL  ASSETS 


2007 

2006 

Net  book  value  of  capital  assets  (Note  5) 

Capital  assets  financed  by  long-term  liabilities  (Note  12) 
Unamortized  deferred  capital  contributions  (Note  13) 

$ 255,009 

(60,375) 
(110,322) 

$ 212,696 

(23,390) 
(116,610) 

$ 84,312 

$ 72,696 

NOTE  15  ENDOWMENTS 

Endowments  consist  of  restricted  donations  to  the  Institute,  the  principal  of  which  is  required  to  be  maintained  intact  in 
perpetuity  as  well  as  any  internal  allocations  by  the  Board.  The  investment  income  generated  from  endowments  must 
be  used  in  accordance  with  the  various  purposes  established  by  the  donors  or  the  Board. 

Endowments  on  a cumulative  basis: 


2007 

2006 

Externally  restricted 

Internal  allocations 

$ 

11,181 

1,000 

$ 

10,204 

1,000 

$ 

12,181 

$ 

11,204 

382 


(thousands  of  dollars) 


NOTE  16  CONTRACTUAL  OBLIGATIONS  AND  CONTINGENT  LIABILITIES 

(a)  The  Institute  has  entered  into  contracts  for  the  provision  of  leases,  utilities,  and  various  other  services.  Utilities 
contracts  are  for  natural  gas,  electricity,  and  steam,  while  other  service  contracts  are  for  caretaking  services,  transit 
passes,  software  maintenance  and  support,  and  graphic  services.  Under  these  contracts,  future  minimum  payments  are: 


Leases 

Utilities 

Services 

2007/08 

$ 375  $ 

8,458  $ 

7,625 

2008/09 

409 

9,582 

6,238 

2009/10 

325 

8,810 

5,044 

2010/11 

293 

8,626 

4,786 

2010/11 

303 

8,626 

4,802 

Thereafter 

11,996 

6,969 

1,105 

(b)  The  Institute  is  defending  a number  of  legal  proceedings.  The  Institute  maintains,  on  a case-by-case  basis, 
provisions  for  such  items  when  the  expected  loss  is  both  probable  and  can  be  reasonably  estimated  based  on  currently 
available  information.  Although  it  is  possible  that  liabilities  may  arise  in  other  instances  for  which  no  provisions  have 
been  made,  it  is  the  opinion  of  management  that  the  resolution  of  these  claims  will  not  have  a material  effect  on  the 
financial  position  of  the  Institute.  The  cost  of  settling  these  claims,  if  any,  will  be  charged  to  operations  upon 
settlement. 

(c)  As  at  June  30,  2007,  the  Institute  has  commitments  of  $20,258  for  capital  projects. 


383 


(thousands  of  dollars) 


NOTE  17  BUDGET 


The  following  budget  presented  for  the  year  ended  June  30,  2007  was  approved  by  the  Board  of  Governors  on 
June  1,  2006: 


Revenue: 

Grants 

$ 119,435 

Earned  revenue  programs 

44,005 

Tuition  and  related  fees 

32,828 

Commercial  services 

14,211 

Sales,  rentals  and  services 

2,840 

Investment  income  (Note  3) 

Donations,  contributions  and  income  on  restricted 

2,000 

contributions  (Note  1 8) 

7,540 

222,859 

Earned  capital  contributions  (Note  13) 

8,147 

231,006 

Expense: 

Salaries,  wages  and  benefits  (Note  19) 

141,033 

Supplies  and  services  (Note  18) 

39,847 

Repairs  and  maintenance 

11,397 

Utilities 

8,585 

Interest  expense 

1,230 

Scholarships  and  projects 

4,311 

Amortization  of  capital  assets 

15,103 

Net  loss  on  disposal  of  capital  assets 

1,383 

222,889 

Excess  of  revenue  over  expense 

$ 8,117 

NOTE  1 8 CONTRIBUTED  MATERIALS  AND  SERVICES 

Donated  materials  and  services  have  been  included  in  these  financial  statements  at  their  estimated  fair  market  value 
of  $55  (2006  - $125).  The  Institute  received  donated  software  to  be  used  in  the  delivery  of  certain  programs.  Annual 
license  fees  for  certain  software  modules  used  by  the  Institute  have  been  included  in  these  financial  statements  at 
nominal  value  due  to  the  difficulty  in  determining  their  fair  value. 


384 


(thousands  of  dollars) 

NOTE  1 9 SALARY  DISCLOSURE 

The  following  disclosure  is  prepared  in  accordance  with  a Treasury  Board  directive  of  the  Province  of  Alberta. 


2007 

2006 

Base 

Salary 

Other  Cash 

Benefits 

Other 

Non-Cash 

Benefits 

(3)  (4) 

Total 

Total 

Executives: 

President  & CEO 

$ 200 

$ 72  $ 

166 

$ 438 

$ 351 

Vice  President,  Academic 

162 

51 

61 

274 

241 

Vice  President,  Administration 

162 

51 

64 

277 

250 

Vice  President,  Employee  & Student  Services 

162 

51 

42 

255 

230 

Vice  President,  External  Relations 

162 

51 

46 

259 

232 

Vice  President,  Finance  & CFO 

10 

- 

3 

13 

- 

Board  of  Governors: 

Chairman  of  the  Board 

- 

- 

- 

- 

- 

Board  Members 

- 

14 

- 

14 

12 

Base  salary  includes  pensionable  base  pay. 

Other  cash  benefits  include  performance  payments  and  honoraria. 

Other  non-cash  benefits  include  the  Institute’s  share  of  all  employee  benefits  and  contributions  or  payments  made  on  behalf  of 
employees  including  pension,  health  care,  dental  coverage,  group  life  insurance,  short-  and  long-term  disability  plans, 
professional  memberships,  and  the  employer’s  current  and  prior  service  cost  of  the  unfunded  supplemental  executive  retirement 
plan  (SERF)  as  per  note  (4)  below.  An  automobile  is  provided  to  each  executive,  but  no  dollar  amount  is  included  in  the  non- 
cash benefits  figures. 

Under  the  terms  of  the  SERF,  executive  officers  may  receive  supplemental  retirement  payments.  Retirement  arrangement  costs  as 
detailed  below  are  not  cash  payments  in  the  period  but  are  the  period  expense  for  rights  to  future  compensation.  Costs  shown 
reflect  the  total  estimated  cost  to  provide  annual  pension  income  over  an  actuarially  determined  post  employment  period.  The 
SERF  provides  future  pension  benefits  to  participants  based  on  years  of  service  and  earnings.  The  cost  of  these  benefits  is 
actuarially  determined  using  the  projected  benefit  method  pro-rated  on  services,  a market  interest  rate,  and  management’s  best 
estimate  of  expected  costs  and  the  period  of  benefit  coverage.  Net  actuarial  gains  and  losses  of  the  benefit  obligations  are 
amortized  over  the  average  remaining  service  life  of  the  employee  group.  Current  service  cost  is  the  actuarial  present  value  of  the 
benefits  earned  in  the  fiscal  year.  Frior  service  and  other  costs  include  amortization  of  past  service  costs  on  plan  initiation, 
amortization  of  actuarial  gains  and  losses,  and  interest  accruing  on  the  actuarial  liability. 

The  position  of  Vice  Fresident,  Administration  was  a new  position  created  in  2006/07.  In  June  2007,  the  position  of  Vice 
Fresident,  Administration  was  filled  by  the  former  Vice  Fresident,  Finance  & CFO  and  a new  executive  filled  the  position  of  Vice 
Fresident,  Finance  & CFO. 

Some  members  do  not  accept  honoraria. 
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NOTE  19  Salary  Disclosure  (continued) 


The  cost  of  SERF  benefits  included  in  other  non-cash  benefits  are  as  follows: 


Current 

Service 

Cost 

2007 

Prior 

Service 

and 

Other 

Costs 

Total 

2006 

Total 

President  & CEO 

S 78 

$ 71 

$ 149 

$ 

80 

Vice  President,  Academic 

15 

28 

43 

24 

Vice  President,  Administration 

15 

28 

43 

31 

Vice  President,  Employee  & Student  Services 

14 

10 

24 

13 

Vice  President,  External  Relations 

14 

12 

26 

14 

Vice  President,  Finance  & CFO 

1 

- 

- 

The  accrued  obligation  for  each  executive  under  the  SERF  is  outlined  in  the 

following  table: 

Accrued 

Changes 

Accrued 

obligation, 

in 

obligation. 

June  30, 

accrued 

June  30, 

2006 

obligation 

2007 

President  & CEO 

$ 314 

S 100 

$ 414 

Vice  President,  Academic 

211 

27 

238 

Vice  President,  Administration 

218 

28 

246 

Vice  President,  Employee  & Student  Services 

77 

20 

97 

Vice  President,  External  Relations 

97 

20 

117 

Vice  President,  Finance  & CFO 

- 

1 

1 

NOTE  20  CHANGES  IN  NON-CASH  WORKING  CAPITAL 


2007 

2006 

Accounts  receivable 

$ 

(756) 

$ (2,564) 

Inventories 

(479) 

no 

Prepaid  expenses 

(84) 

13 

Accounts  payable  and  accrued  liabilities 

5,899 

785 

Deferred  revenue 

1,287 

1,387 

Deferred  contributions 

8,911 

10,915 

Current  portion  of  employee  benefit  liabilities 

1,692 

138 

$ 

16,470 

$ 10,784 
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NOTE  2 1 SEGMENTED  INFORMATION 


For  purposes  of  internal  management  and  decision  making,  the  Institute  divides  its  operations  into  four  reportable 
business  streams:  Grant  Funded,  Earned  Revenue,  Commercial  Services  and  Fund  Development.  The  Grant  funded 
stream  includes  all  programs  supported  by  Alberta  Advanced  Education  and  Technology.  The  Earned  Revenue  stream 
provides  career  development,  continuing  education  and  corporate  customized  training.  Commercial  Services  consists 
of  Food  Services,  Bookstore,  Parking,  Graphics,  Student  Residence,  Conference  Services  and  Campus  Centre.  Fund 
Development  provides  all  fundraising  initiatives  at  SAIT  in  the  areas  of  donations,  project  scholarships,  capital 
projects,  and  equipment. 

The  accounting  policies  of  the  segments  are  the  same  as  those  described  in  the  significant  accounting  policies  in 
Note  2. 


For  the  year  ended  June  30, 2007 

1 — 

Academic  Streams 

— , f 

Grant  Funded  Earned 

Programs  Revenue 

Non-Academic  Streams 

1 

Commercial  Fund 

Services  Development 

Inter- 

departmental 

Eliminations 

Total 

Revenue 

$ 

172,083 

$ 

43,626 

$ 

20,817 

$ 

3,878 

$ (4,803) 

$ 

235,601 

Direct  cost 

63,377 

23,686 

15,365 

2,987 

(4,803) 

100,612 

Academic  support 

25,260 

6,346 

- 

- 

- 

31,606 

Support  services 

37,435 

7,274 

- 

3,393 

- 

48,102 

Institutional  costs 

17,973 

- 

292 

- 

- 

18,265 

Interest  expense 

- 

- 

1,256 

- 

- 

1,256 

Amortization  & loss  on  disposal 

16,664 

- 

1,065 

- 

- 

17,729 

Total  expenses 

160,709 

37,306 

17,978 

6,380 

(4,803) 

217,570 

Net 

$ 

11,374 

S 

6,320 

$ 

2,839 

S 

(2,502) 

$ 

$ 

18,031 

Student  hours  (contact  or  equivalent) 

7,299,842 

2,954,589 

10,254,431 

Full-load  equivalent  students  (FLE) 

8,838 

3,831 

- 

- 

- 

12,669 

Academic  program  cost  per  student  hour 

$ 

22 

$ 

13 

$ 

- 

$ 

- 

$ 

$ 

19 

Academic  program  cost  per  FLE  student 

$ 

17,991 

$ 

9,708 

S 

- 

$ 

- 

$ 

$ 

15,486 

Average  student  hours  per  FLE 

826 

771 

- 

- 

- 

809 

For  the  year  ended  June  30, 2006 


Revenue 

$ 

150,835 

$ 41,082 

$ 

23,661 

$ 

3,680 

$ 

(5,205) 

$ 

214,053 

Direct  cost 

57,656 

22,945 

18,913 

2,992 

(5,205) 

97,301 

Academic  support 

21,229 

6,253 

- 

- 

- 

27,482 

Support  services 

32,710 

6,387 

- 

2,802 

- 

41,899 

Institutional  costs 

14,319 

- 

306 

- 

- 

14,625 

Interest  expense 

103 

- 

1,264 

- 

- 

1,367 

Amortization  & loss  on  disposal 

14,650 

- 

1,049 

- 

- 

15,699 

Total  expenses 

140,667 

35,585 

21,532 

5,794 

(5,205) 

198,373 

Net 

$ 

10,168 

$ 5,497 

$ 

2,129 

$ 

(2,114) 

$ 

- 

$ 

15,680 

Student  hours  (contact  or  equivalent) 

6,824,102 

2,847,532 

9,671,634 

Full-load  equivalent  students  (FLE) 

8,147 

3,557 

- 

- 

- 

11,704 

Academic  program  cost  per  student  hour 

$ 

20 

$ 12 

$ 

- 

$ 

- 

$ 

- 

$ 

18 

Academic  program  cost  per  FLE  student 

$ 

17,092 

$ 9,976 

$ 

- 

$ 

- 

$ 

- 

$ 

14,930 

Average  student  hours  per  FLE 

838 

801 

- 

- 

- 

826 
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Note  2 1 Segmented  Information  (continued) 

(1)  Direct  cost  represents  direct  department  cost  of  delivering  programs.  Direct  cost  includes  salaries,  wages,  contracts  and 
benefits  as  well  as  non-personnel  costs  such  as  supplies  and  services  and  repairs  and  maintenance. 

(2)  Academic  support  includes  all  administration  costs  directly  held  in  academic  departments.  Academic  support  includes  salaries, 
wages,  contracts  and  benefits  as  well  as  non-personnel  costs  such  as  supplies  and  services  and  repairs  and  maintenance  for 
academic  and  academic  support  departments. 

(3)  Support  services  include  operating  expenses  for  departments  supporting  SAITs  operations.  This  item  includes  the  following 
departments:  Executive  Offices,  Finance,  Facilities  Management,  Information  Systems,  Human  Resources,  Marketing, 
Communications,  Alumni  & Development,  Corporate  Training,  and  Customer  Services.  Costs  included  within  these 
departments  include,  but  are  not  limited  to,  student  registrations,  student  counseling,  student  health  services,  custodial  services, 
security,  cashiers,  shipping  and  receiving,  software  and  technical  services.  Support  services  are  allocated  to  Earned  Revenue 
and  Fund  Development  where  specific  costs  can  be  identified  and  could  include  work  groups  within  departments,  entire 
departments  or  other  non  personnel  costs. 

(4)  Institutional  costs  are  related  to  the  operations  of  the  Institute  as  a whole  rather  than  the  operations  of  any  particular 
department.  These  costs  include,  but  are  not  limited  to,  investment  fees,  insurance  premiums,  bank  charges,  legal  fees,  worker's 
compensation  premiums,  facility  renovation  projects  and  utilities.  Institutional  costs  have  not  been  allocated  to  Earned 
Revenue  or  Fund  Development. 

(5)  Fund  development  is  an  integral  part  of  a post-secondary  institution.  Activities  include  not  only  unrestricted  donations  but 
project  scholarship  endowment  and  capital  fundraising  as  well.  Funds  recognized  in  revenue  in  the  current  year  do  not  reflect 
total  funds  raised  and  subsequently  deferred  for  future  years.  Total  funds  raised  in  2007  were  $7,944  and  $7,529  in  2006. 

(6)  Student  hours  (contact  or  equivalent)  represent  the  number  of  classroom,  laboratory  or  practicum  hours  assigned  to  each  course 
multiplied  by  the  number  of  students  enrolled  in  each  course.  The  number  of  students  enrolled  and  the  related  student  hours  is 
obtained  from  the  Institute's  Student  Information  System. 

(7)  As  defined  by  Alberta  Advanced  Education  and  Technology,  one  full-load  equivalent  (FEE)  student  reflects  one  student 
completing  the  full  load  for  one  year  of  study  in  a program,  or  several  students  combining  to  complete  the  equivalent  of  a 
normal  full  load.  For  programs  where  a year  of  study  requires  24  to  36  weeks,  an  individual  student  taking  a full  load  will  earn 
one  FEE.  A student  completing  the  requirements  for  a program  less  than  24  weeks  will  earn  less  than  one  FEE  for  a full  year  of 
study.  Similarly,  a student  completing  the  requirements  for  a program  greater  than  36  weeks  will  earn  more  than  one  FEE  for  a 
full  year  of  study.  The  FEE  computation  for  a short  program  is  based  on  a 32  week  program  of  study.  Apprenticeship  training 
programs  use  30  weeks  as  the  standard  length  for  FEE  computations  for  one  year  of  study  in  a program. 

Non-apprenticeship  programs  are  designed  by  the  Institute  - curriculum,  program  length  and  delivery  mode.  Apprenticeship 
programs  are  designed  by  the  Apprenticeship  Industry  Training  Board. 

The  number  of  FEE  students  enrolled  in  credit  courses  during  the  year  is  calculated  by: 

(i)  accumulating  the  student  hours  (contact  or  equivalent)  of  a student  through  an  academic  year, 

(ii)  dividing  the  accumulated  student  hours  by  the  hours  required  to  complete  a year  of  study  in  a program,  and 

(iii)  aggregating  the  numbers  for  all  students. 

(8)  Academic  program  cost  per  student  hour  is  calculated  based  on  total  expenses  less  specific  cost  recoveries,  divided  by  the 
number  of  student  hours.  Academic  program  cost  per  FEE  is  calculated  based  on  total  expenses  less  specific  cost  recoveries, 
divided  by  the  number  of  FEEs.  Cost  recoveries  include  consulting  fees,  Highwood  food  sales  and  miscellaneous  sales  and 
services.  Cost  recoveries  in  2007  totalled  $1,701  for  Grant  Funded  Programs  and  $1 14  for  Earned  Revenue.  Cost  recoveries 
in  2006  totalled  $1,416  for  Grant  Funded  Programs  and  $99  for  Earned  Revenue. 
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NOTE  22  EMPLOYMENT  WITHIN  ONE  YEAR  OF  COMPLETION 


Employment 

Results  for 

Students  Who 
Completed  a 
Certificate,  Applied 
Degree  or  Diploma 
Program  in  2006 

Surveyed... 

Number  of  Students  Who  Completed  a 

Surveyed  Program 

Number  of  Survey  Respondents 

Of  Those 
Responding 

Number  Not  Seeking  Employment 

Of  Those  Looking  for  Employment  .. ... 

Number  Seeking  Employment 

Full-time,  Permanent  Employment 

Full-time  Employment 

Annualized  Salary  Median 

Contract,  Part-time  or  Temporary 

Employment 

Overall  Employment  Rate 

Business  and 

940 

758 

43 

715 

556 

$35,000 

145 

98% 

Tourism 

Construction 

281 

243 

6 

237 

208 

$43,000 

27 

99% 

Energy 

322 

266 

15 

251 

206 

$50,000 

40 

98% 

Health  and  Public 

469 

379 

16 

363 

240 

$40,000 

120 

99% 

1 Safety 

Information  and 

600 

490 

35 

455 

326 

$40,000 

122 

99% 

Communications 

Technologies 

Manufacturing  and 

130 

100 

11 

89 

75 

$45,880 

12 

98% 

Automation 

Transportation 

190 

154 

4 

150 

132 

$36,500 

17  1 

1 99% 

1 Totals 

2,932 

2,390 

130 

2,260 

1,743 

$40,000 

483 

99%1 

82% 

5% 

95% 

77% 

21%  1 

1 Prior  year  totals 

3,323 

2,939 

167 

2,772 

2,092 

$36,000 

601 

97°^ 

1 

88% 

6% 

94% 

75% 

22%  1 

(Percentage  totals  may  not  add  in  this  table  because  of  rounding) 

Includes  only  individuals  who  found  employment  within  one  year. 

The  employment  survey  does  not  include  students  who  have  conpleted  the  Certificate/Diploma  Academic  Upgrading 
Program,  Apprenticeship  Training  Programs,  EMT-A  (Emergency  Medical  Technician  - Ambulance),  and  EMR 
(Emergency  Medical  Responder)  program.  In  the  prior  year,  the  employment  survey  did  not  include  students  who  have 
completed  the  Certificate/Diploma  Academic  Upgrading  Program,  Apprenticeship  Training  Programs,  and  EMR 
(Emergency  Medical  Responder)  program. 

Employment  information  was  collected  from  students  (or  their  proxy)  who  had  completed  a program  of  study  during 
the  2005-2006  academic  year.  In  the  current  year,  all  students  recorded  as  graduates  as  of  December  14,  2006  were 
surveyed. 

Surveys  were  conducted  by  telephone  and  email  between  January  and  March,  2007.  In  the  prior  year,  the  surveys  were 
conducted  by  telephone  between  February  and  May  2006. 
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Note  22  Employment  Within  One  Year  of  Completion  (continued) 

Employment  is  full-time  if  the  student  who  completed  a program  indicated  that  their  job  was  full-time  (equal  to  or 
greater  than  30  hours  per  week)  at  the  time  of  the  survey. 

Contract,  part-time,  or  temporary  employment  includes  students  who  completed  a program  and  were  employed  in  a 
contract,  part-time,  or  temporary  position  at  the  time  of  the  survey,  or  had  been  for  at  least  three  months  in  such  a 
position  prior  to  the  survey  date,  but  were  not  employed  at  the  date  of  the  survey. 


NOTE  23  RELATED  PARTY  TRANSACTIONS 

The  Institute  is  a Provincial  Corporation  as  all  the  members  of  the  Board  of  Governors  are  appointed  by  a combination 
of  orders  by  the  Lieutenant  Governor  in  Council  and  the  Minister  of  Advanced  Education  and  Technology.  Grants 
received  in  the  year  from  the  Province  of  Alberta  were  recorded  as  follows: 


2007 

2006 

Recognized  in 
Revenue 

Deferred 

Recognized  in 
Revenue 

Deferred 

Alberta  Advanced  Education  and  Technology: 

Operating  grant 

$ 98,580  $ 

- 

$ 84,466  $ 

- 

Enrollment  Planning  Envelope 

9,193 

19,053 

12,469 

10,544 

Performance  Envelope  Funding 

1,281 

- 

606 

- 

Infrastructure  Maintenance  Program 

1,278 

3,956 

1,275 

1,342 

Access  to  the  Future  Fund 

- 

3,029 

Centennial  rebate 

- 

- 

3,385 

Miscellaneous  grants 

276 

100 

899 

1,893 

110,608 

26,138 

103,100 

13,779 

Other  provincial  departments  and  agencies: 

Miscellaneous  grants 

104 

506 

35 

1,188 

$ 110,712  $ 

26,644 

$ 103,135  $ 

14,967 

Grants  were  deferred  to  Deferred  Contributions,  Deferred  Capital  Contributions,  or  Unamortized  Deferred  Capital  Contributions  at  June  30. 

During  the  year,  the  Institute  conducted  business  transactions  with  related  parties,  including  Ministries  of  the  Province  of 
Alberta,  other  public  colleges,  and  corporations  for  which  certain  Board  members  of  the  Institute  served  as  management. 
The  revenue  earned  from  these  business  transactions  amount  to  $3,688  (2006  - $3,130)  and  are  included  in  these 
financial  statements.  These  transactions  were  entered  into  on  the  same  business  terms  as  with  non-related  parties  and  are 
recorded  at  fair  market  values.  At  June  30,  2007,  the  Institute  has  amounts  receivable  from  the  Province  of  Alberta  of 
$570  (2006  - $660)  and  amoimts  payable  to  the  Province  of  Alberta  of  $290  (2006  - $89). 

The  Institute  owns  the  land  and  building  currently  being  used  by  the  Alberta  College  of  Art  and  Design  (“ACAD”).  This 
use  is  granted  through  a facility  license  agreement  in  place  between  the  Institute  and  ACAD.  The  term  of  the  license  is 
through  a renewable  contractual  agreement  between  the  two  parties  determined  at  the  pleasure  of  the  Minister  of 
Advanced  Education  and  Technology.  The  Institute  has  Infrastructure  Maintenance  Program  (“IMP”)  fimds  totaling 
$645  to  be  utilized  for  the  maintenance  of  the  building  being  used  by  ACAD.  During  the  year,  $447  were  utilized  for  this 
purpose.  The  land,  building  and  IMP  frmds  have  not  been  recorded  in  these  financial  statements. 
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NOTE  24  INTEREST  IN  JOINT  VENTURES 


The  Institute  has  a 33%  ownership  interest  in  PanGlobal  Training  Systems  Limited  (“PanGlobal”),  a joint  venture  with 
the  Northern  Alberta  Institute  of  Technology  and  the  British  Columbia  Institute  of  Technology.  PanGlobal  is  involved 
in  the  production  and  marketing  of  Power  Engineering  multimedia  learning  products. 

The  Institute  has  a 49%  ownership  interest  in  SAIT  National  Polytechnic  (ME)  LLC  (“SNPME”),  a joint  venture  with 
the  National  Professional  Training  & Development  Institute  in  the  United  Arab  Emirates.  SNPME  was  incorporated  on 
April  25,  2006  and  is  involved  in  the  provision  of  technical  training  and  consulting  services  for  the  energy  industry  in  the 
United  Arab  Emirates.  The  Institute  is  entitled  to  50%  of  the  net  profits  and  losses  recorded  by  SNPME. 

Interests  in  PanGlobal  and  SNPME  are  proportionately  consolidated  in  the  Institute’s  financial  statements  as  follows: 


2007 

2006 

Total  assets 

$ 

334 

$ 

321 

Total  liabilities 

$ 

522 

$ 

208 

Revenue 

$ 

1,044 

$ 

938 

Expense 

1,060 

875 

Net  income 

$ 

(16) 

$ 

63 

Cash  provided  from  operating  activities 

$ 

27 

$ 

117 

Cash  provided  by  (used  in)  financing  activities 

$ 

31 

$ 

(139) 

NOTE  25  FUNDS  HELD  ON  BEHALF  OF  OTHERS 

The  Institute  has  no  equity  in  the  following  funds  and  administers  them  on  behalf  of  others.  Accordingly,  these  funds 
are  not  included  in  the  consolidated  financial  statements: 


2007 

2006 

Alberta  Online  Learning  (eCampus  Alberta) 

Alberta  College  of  Art  and  Design 

Other 

$ 

3,162 

645 

35 

$ 

2,511 

861 

(83) 

$ 

3,842 

$ 

3,289 
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NOTE  26  PLEDGES 

Outstanding  pledges  at  June  30,  2007  are  $14,077  (2006  - $13,312)  and  have  not  been  recorded  as  accounts  receivable. 


NOTE  27  COMPLIANCE  WITH  THE  CHARITABLE  FUNDRAISING  ACT  AND  REGULATION 

The  following  disclosure  is  prepared  in  accordance  with  the  Charitable  Fundraising  Act  and  Charitable  Fundraising 
Regulation  of  the  Province  of  Alberta. 

The  total  non-personnel  expense  incurred  for  the  purpose  of  soliciting  contributions  was  $287  (2006  - $235).  The  total 
amount  paid  as  remuneration  to  employees  of  the  Institute  whose  principal  duties  involve  fundraising  was  $1,104  (2006  - 
$975). 

NOTE  28  COMPARATIVE  FIGURES 

Certain  June  30,  2006  figures  have  been  reclassified  to  conform  to  the  current  year  presentation. 
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